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chapter I 

Introduction 

Locational diversification of manufacturing activity and ;■ 

promotion of industrial growth in baclcward areas has been | 

considered an important instrument in the programme for re- ^ 

ducing inter- and intra-regional disparities in development. 
Industries are expected to be specially effective in meeting | 
this objective because of at least two important attributes 
that they possess as an economic activity. First, manufactu- 
ring activity is expected to be less inflexible in their choice i 
of 'location than agriculture and other fixed factor dominated 
activities, and' therefore, is more likely to develop even in 
the areas with poor natural endowment. This may particularly 
be true in the case of industries which are not heavily biased 
in favour of raw material source for their location; and it is 
seen that such industries are gaining increasingly greater 
importance in the industrial structure during the' recent de- 
cades. Second, manufacturing activities are supposed to have 
a relatively better potential of acting as catalyst of both 
backward and forward linkages. Such effect is the greatest 
when the industries use locally produced raw material, . 
provide inducement for production of intermediate products 
and services, and also produce goods for local consumption. 

But even if the industries are not using locally produced 
..■■■:'.terial and producing goods for local cons'umption, it is 


raw 


expected that they would provide employment to the locally 
available skilled and unskilled labour and generate not only 
direct impact on income levels, but will also provide induce- 
ments for the _ production of ancillary goods and services. Be- 
sides, in case of employment a multiplier effect is ejipected to 
set in, at least by the expansion of ancillary seirvice sectors 
such as repair, trade, transport, catering of food and beve- 
rages and entertainment. 

1. Role and Limitations of Incentives in Industrial Development 
of Backward Areas 

Several efforts have, therefore, been made in the recent past to 
locate and attract industries to backward areas through creation 
of conditions suitable for industrial growth,- The efforts can 
broadly be classified into three categories; one, provision of 

■A 

infrastructure and necessary services through the establishment 
of industrial estates and providing technical and advisory assis- 
tance to units; two, location of large public sector units in 
backward areas; and three, provision of various fiscal and 
financial incentives by way of capital subsidies, tax exemptions, 
lower rate of interest and commission, and other easier terms 
for lending. Cumulatively, all these measures are ejqsected to 
result in the improvement of what may be called the opportunity 
structure which plays crucial role in industrial as well as ‘ 
overall development of backward areas. The lack of entrepreneur- 
ship in backward areas is more often due to the lack of such 
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opportunities than due to the inherent lack of achievement 
motivation. It is experienced that where this opportunity 
structure is improved, the probability of entrepreneurial 
success is greater. In Uttar Pradesh, some of the districts 
which have better opportunity structure and face relatively 
less or no problem of entrepreneurship are Kanpur, Agra, Meerut, 
Lucknow, Bareilly, Gorakhpur and Varanasi. 

Basic assiamption behind the above mentioned efforts is that the 
backward areas suffer from certain disadvantages, which could 
be offset by promotional and pecuniary assistance so as to make 
these areas worthwhile for the industries to be located there. 
Obviously, different areas may suffer from different kinds of 
disadvantages, and assistance and inducements would have, there- 
fore to vary. Yet, it can be argued that all types of disadvan- 
tages would ultimately manifest themselves in high cost and/or 
low revenue to the' entrepreneur, and, therefore financial assis- 
tance and concessions may probably provide a unique solution. 
There are, however, at least two reasons as to why this assump- 
tion may not hold. One, there are certain non-pecuniary and 
intangible factors that influence a location decision to some 
extent. A recent study of industrial location in Uttar Pradesh 
revealed that the major reasons stated by entrepreneurs for 
locating their factories at a particular place was that they 
belonged to that place, and better community life provided a 
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supporting reason. This preference if not the dominating factor 
in the location of industries suggests that enterprise is not a 
freely mobile factor, willing to move to any place for only 
marginal advantage. Second, fiscal concessions and financial 
assistance on soft terms cannot possibly compensate for the 
of infrastructure like transport and marketing services, and 
concessions and assistance, would, therefore find it difficu 
to attract industries to remote, unaccessible and highly back 
.ward, areas. 


These caveats, however, do not imply that concessions and assis 

tance have no role to play in developing backward areas; they 

only suggest a hypothesis that these instruments can be more 

effective in situation where industrially backward areas are 

not completely devoid of even the minimum infrastructure 

bility of financial assistance is one of the important 

in today's industrial development; in fact, in a recent 

efforts of financial and promotional institutions are found 

have their impact on growth of industries in certain areas ev 

- 2 

independently of the other factors. Therefore, one expects 
that special facilities and concessions have a significant role 
in the development of industries in t '' 


T.S. Papola, 

, I" ^ . . .13 P' 
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2. The Present Study : Oblectives^ Scope and 

The present study focusses on a limited number of aspects parti~ 
cularly at the examination of the role that financial assistance, 
especially on concessional terms, play in the development of back- 
ward areas. For this purpose, we have attempted an analysis of 
the trends in growth of industrial units, employment and output 
in the backward and non-backward areas and tried to assess the 
contribution that financial assistance, particularly concessional 
finance has made in these trends. The scope of the study is 
limited to the State of Uttar Pradesh for which data on industrial 
development in the backward and non— backward districts as well as 
availability of the institutional and concessional finance in 
these tv/o categories of districts have been used. For purpose of 
specific case studies, two backward districts namely, Bulandshahr 
and Moradabad and one non-backward district, namely, Allahabad 
were purposively selected. The consideration that weighed in 
favour of these districts was the largest amount of the IDBI 
refinanced assistance to industrial units among the two catego- 
ries of districts. The non-backward district was selected as a 
control Case for comparison. - ^ - -v ^ ■ 

Sample for Data Collection 

A 

For drawing samples, we used the list of industrial units of 
the three districts which have been sanctioned financial assis- 
tance on concessional terms by Uttar Pradesh Financial Corporation 


and banks under IDBI Refinance Scheme. Upto April 1979/ the 
list of such units- maintained by the IDBI contained a total of 
174 units : Bulandshahr 61/ Moradabad 55 and Allahabad 58. We 
intended to cover all these units for primary^ . investigations. 
Thirty two of them (13 in Bulandshahr/ 4 in Moradabad and 15 in 
Allahabad) could not, however, be contacted for such reasons as 
closure, shift in location and lockouts. Thus, we could coyer 
a total of 142 units in the selected districts. It was found that 
although all units were sanctioned assistance many of them had 
not availed it due to delay in starting production, recent sanc- 
tion or some other reasons. The distribution of the sairple units 
by industry groups and availment or otherwise of the sanctioned 
loan for each of the three districts is given in Table 1.1. 


Table 1.1 

District-wise Distribution of San^le Units by Industry Groups and 
Availment of Sanctioned Loan __________ 


(Number) 

SI. 

Industry Groups 

Distribution 

of Sample Units 


No. 


Bulandshahr Moradabad Allahabad 

TOTAL 



A 

B 

A 

B 

A 

B 

A 

B 

1. 

2. 

Pood products 
Animal and 

- 

- 

9 

6 


- 

9 

6 


forest based 
products 

5 

5 

,, 5 

4 

6 

3 

16 

12 

3. 

Chemical 

products 

2 

2 

13 

8 

8 

3 

23 

13 

4. 

Metal utensils 

^ ,■ ■■■ 

- 

19 

12 

1 


20 

12 

5, 

Engineering 

9 

5 

3 

3 

18 

5 

30 

13 

6 . 

Ceramics 

30 

14 

- 

- 

- 

_ 

30 

14 

7. 

Others 

2 

1 

2 

- 

10 

3 

14 

4 

ALL 


48 

27 

51 

33 

43 

14 

142 

74 


ICota: 'A' indicates total and 'B' units having, availed conce- 
ssional finance. 


Thus, the study uses data collected from both the secondary as 
well as primary sources. The secondary data pertaining to the 
growth of industries in backward and non-backward districts of 
the State were compiled from the records of the Directorate of 
Industries, Kanpur and the District Industries Centres of the 
three selected districts. Field investigations for collection of 
primary data were carried out at the unit level for all the 142 
sample units of the selected districts through structured ques- 
tionnaires. 

3- Organisation of the Report 

After the above brief discussion on the role and limitation of 
incentives for the industrial development of backward areas and a 
brief account of objectives, methodology and sources of our data 
in this chapter, we present the. analysis and findings in the 
study as follows: Chapter II describes mainly contents of the 
concessional finance scheme while Chapter III attempts to high- 
light the pattern of growth rates in industries of backward and 
non-backward areas of Uttar Pradesh. Major characteristics of 
sample units regarding the size, structure and entrepreneurship 
are described in Chapter IV, whereas the main thrust, in Chapter V 
is to trace out the significance of concessional finance through 
analysing growth of industries (sartple units) in the three selec- 
ted districts during seventies. Chapter VI tries to assess the 
i - pact of. concessional finance by way of analysing the backx'/ard. 


and forward linkages of sample units while Chapter VII attempts 
to identify the role of concessional finance in location deci- 
sions of the entrepreneurs about setting up industrial units in 
backward areas. The significant conclusions emerging out of the 
analysis in previous chapters are capitulated in Chapter 


VIII 


CHAPTER II 


Evolution and Contents of Concessional 
Finance 

1. Historical Background 

The Industrial Policy Resolution while emphasising the need for 
reducing disparities in levels of development between different 
regions stated that concentration of industries had been mostly 
in the places which were better served with power, water supply 
and transport facilities. It was, therefore, thoxaght to be of 
paramount importance to ensure the availability of these facili- 
ties in the areas which were lagging behind industrially. With 
this end in view, the measures which were taXen up during the 
first three plans can be broadly classified as under: 

i. provision of infrastructural facilities; 

ii, development of village and small industries; 

iii, industrial licensing policy; ■ 

iv, location of central projects in backward areas; and 

v, promotional activities undertaken by the Industrial 
Development Corporations. 

Subsequently, it vms realised that though the above mentioned 
programmes did lead to dispersal of Industries to some extent, 
a more vigorous policy was needed for extensive and expeditious 
promotion of industries in backward areas, A huge amount of 
.investment which was made for establishing large scale industries 
in Bihar, Madhya Pradesh and Orissa during the period of first 
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three plans, could not bring about a significant impact on the 
overall state economy and on the development of backward areas. 
The licensing system also failed to result in reducing the levels 
of disparities in industrial development of different states. 

Therefore, during the Fourth Plan it was realised that the normal 
economic forces governing the location of industries were so 
overwhelmingly in favour of the developed areas that the pr^leffl 
Of dispersal of industries to backward areas needed more vigorous 
and coordinated action at the Central, State and District levels. 
Accordingly, two working groups - one to lay down the criteria ” 
for identifying backward areas and the other to deal with the 
incentives for starting Industries in backward areas - were set 
up by the Planning Commission. On the. basis of the decisions 
taken by the National Development Council on the recommendations 
Of these two Working Groups, the following specific schemes were 

introduced during seventies for attracting industries in selected 
backward districts; 

i* concessional finance scheme,* 
ii. central scheme of investment subsidy; 
iiie central scheme of transport subsidy; 

■ iv. fiscal incentives; 

V. concessions for supply Of machinery on hire-purchase 

ScSSrf SreiS'Snr 


Vii. concessions provided by State Governments. 
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The main concern of the present study is to attempt an assessment 
o'f the impact of concessional finance on the industrial develop- 
ment of backward areas. Before that, however, a description of 
the various fiscal and financial incentives and concessions may 
be given here, as a background for subsequent analysis. The 
following section, therefore, presents a narrative of the various 
Central and State incentives for development of industries in 
backward areas, and the next section provides a brief description 
of the contents of the scheme of concessional -finance. 

Incentives Provi^^^ T. y the Central and State 

C o ncessions and Incent i ves Provided bv Central Government 
investment subsidy: Industrial units in selected backward 
districts, either newly established or carrying out an expansion 
of at least 25 per cent are eligible for receipt of 15 per'cent 
investment subsidy on the valug of fixed assets created, provided 
the total investment in such cases is not more than Rs.l crore. 

In Uttar Pradesh the districts selected for this purpose are : 
Ballia, Jhansi, Almora, Paizabad, Basti and Rae Bareli, The 

O'f, ■ ■ ' ' ' ' 

amount investment subsidy disbursed under this scheme is not 
taxable as income or revenue receipt in the hands of recipients* 

The schasie has been simplified further to ensure expeditious dis- 
bursement of subsidy. The industrial units with total investment 
of less than Rs.50 lakh are required to apply, to the District 
'industries Officers/Area Development Officers concerned who collect 


the information needed by U.P, Financial Corporation and nece^- 
ssary enquiries regarding the assessment of total investment 
made. The Corporation thereafter makes disbursement of the 
subsidy after carrying out further enquiries if necessary. The 
Pradeshiya Industrial and Investment Corporation, Uttar Pradesh, 
(PICUP) , Lucknow deals with the disbursement of the subsidy in 
those cases where the amount of total investment Is more than 
RS, 50 lakh, 

^^5 Transport subsidy t The scheme of transport subsidy was 
initiated in July 1971. Under this scheme, the Government of 
India provides subsidy equivalent to 50 per cent of the transport 
costs of industrial raw materials and finished 'products between 
the locations of new and existing units undertaking, substantial 
ejqjansion in selected backward remote a,rea:S and the nearest raijL 
heads. In Uttar Prade.sh, this scheme is applicable to new Indu.®- 
trial units established on or after Ju'ly 23, 1971 in all the 
hill districts of Almora, Chamoli, Dehra'ifcn, Sainital, Pauri 
■Garhwai, Pithoragarh, Tehri Garhwal and Uttar Kashi, 

iiil Incc^e— ta x rebate s' According to the provisions introduced 
in the Central Budget In 1974, 20 per cent of the profits and 
gains derived from newly established industrial undertakings or 
hotel business in the backward areas are exempt from income tax. 
These exemptions are available for the first ten assessment years 
of the undertaking subject- to the conditions that the undertakings 


should not be fprmed by transfer of machinery and plants pre- 
viously used for any purpose in any backward area and it should 
employ 10 or mote workers in a manufacturing process carried on 
with the aid of power or 20 or more workers where no power is 
used, ■ • ; . . . ■ . ^ ^ 

iv) Concessions for supply of machinery on hire purchase : The 
National Small Industries Corporation has reduced the rate of 
interest from 13^ per cent to 11 pe.r cent for supplying machinery 
on hire purchase to industrial units set up in backward areasi^^ T^ 
earnest money to the deposites has also been reduced from 20 

per cent to 10 per cent in the case of indigenous machinery and 
to 5 per cent id the case of imported machinery. 

v) Interest subsj,dy t This scheme is applicable to engineer ^ ^ 

entrepreneurs trained under entrepreneurship training scheme 
sponsored by the Ministry of Industry, Government of India. The 
difference between the rate of 7 per cent per anmam and the normal 
rate of interest charged on the loans advanced by financial 
inwtitutions becOTies the quantum pf subsidy, provided it should 
not exceed Rs, 20,000 per annum. This subsidy is limited for a 
period of five years in backward areas from the date of the 
first instalment Of the principal becoming mature for the 
payment. ' ' V- ^ - - ' ' : . 
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® • Conces sions and Incentives Provided by State Governmenl: 

Exempt ion from electricity dutv t Industrial units located in 
backward districts having a capital investment not exceeding 
Rs,25 lakh are exempt from paying the electricity duty for a 
period of five years from January 2 , 1973. This exemption in 
case of non-backward districts is for the period of three years. 

Sales tax concessions ; No tax is payable on the sales , 
or/ as the case may be, purchases by a new unit in respect of 
raw materials required by it for use in the manufacture of du- 
rable goods like oil engines/ tyres and tubes, scooters, electri- 
cal equipment and sewing machines in backward areas for a period 
of five years from the date of starting production. However, the 
date, of starting pro diction in any case should not fall later 
than the first day of January 1, 1971, 

Qf sales tax into interest free* loan : Loans 
under the ’Sales Tax Loan scheme* are available to the industrial 
units in backward districts for a period of .five years. The 
recovery from such units in these districts starts after 12 
years. The loans are sanctioned by the PICUP, Lucknow free of 
interest from the date of starting production to the new indus- 
trial units to the extent of sales tax realised and deposited on 
the sale of finished goods within the state for a period of five 
years in backward districts. 


The above loan is repayable in three equal instalments. The 
first instalment in case of the units in the backward districts 
falls due on the 12th anniversary. This facility is also availa- 
ble to the existing units for expansion^ modernisation and diver- 
sification. The total ceiling of loans admissible under the 
scheme is an amount equivalent to 75 per cent of the gross block 
for units located in backward areas. 

iv) Besides, a few more special incentives which are made availa- 
ble throu^ PICUP for industries being set up in backward areas, 
are mentioned below i 

a) Loans are considered at reduced margin and lower effective 
rate of interest. The rate of interest on term loans is lower 
by 2 per cent, 

b) Benefits of credit guarantee scheme is available to the 
units having an investment upto Rs.one crore in backward areas? 

c) Underwriting commission is charged at 1.25 per cent for 
the units located in backward areas? and 

d) Commitment charges are levied at ^ per cent which is half 
of the rate charged for units located in non-backward areas. 

v) Subsidy for consultancy of technical services ? In case the 
small industries require the services of private consultants in 

backward districts, the entire amount of fee charged for these " 

■ , . ■ ■ ■ . • 

services are being paid by the Small Industries Service Insti- 
tutes (SISI) conceimed restricted to Rs.lOOO per month. In case 
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of units located in non-backward areas only 25 per cent of the 
total consultancy fee is paid by the SISI and the remaining 75 
per cent is to be borne by the units themselves. 

A scheme has also been approved by the Government of Uttar 
Pradesh for giving subsidy towards the cost of preparation of 
project reports by appropriate consultants. The rates of subsidy 
are 75 per cent for investment subsidy districts# 50 per cent 
for other backward districts and 25 per cent for non— backward 
districts. 

from Octroi duty ? All the nevj industrial units 
and the existing units carrying out a substantial expansion are 
exempt from payment of octroi duty# toll or terminal tax leviable 
on plant and machinery and building materials for the period of 
five years from the date of grant of letter of intent or license 
or sales tax registration. Certificate for the exemption is 
given by PICUP# UPPC and UPSIDC in respect of units which are 
financially assisted by these corpgrations# and by the Zonal 
Officers of the Directxjrate of Industries of Other units, 

fhe Sc heme of Goncessional Finance 

The scheme of providing concessional finance for setting up 
industrial units in backward areas was announced in the middle 
Of 1970. An operational area of the scheme includes 246 districts 
of different States/Union Territories. ' A list of these districts 
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which have been selected to qualify for concessional finance 
is placed at J^pendix X* The agencies through which concessional 
finance was to be provided to industrialists in backward areas 
consisted of all- India term lending financial institutions^ i.e. 
Industrial Development Bank of India (IDBI) , Industrial. Finance . 
Corporation of India (IPGI) and the Industrial Credit and Invest- 
ment Corporation of 'India (ICICI ) * 

The concessions which are being provided by the above mentioned 
financial institutions to indistrial entrepreneurs in backward 
areas under this scheme include a lower rate of interest (1% per 
cent less than the normal rate of interest) , a reduced coROTritmeiifc 
charge of 0.5 per cent and reduction in underwriting and guarantee 
commission. Moreoever, the financial institutions, particularly 
IDBI accepts a lower promoter* s contribution and follows a flexible 
policy in regard to debt equity ratios and loan amortisation 
period. Apart from refinancing loans advanced by banks and insti- 
tutions, in general, the IDBI also provides refinance at -a conce- 
ssional rate to SFCs/Banks in respect of eligible loans to small 
and medium sized projects in the selected industrially backward 
districts, 

4. Progress of Concessional Finance at National Level 

The state- wise distribution of concessional finance sanctioned 
by IDBI, IPCI and ICICI to selected backvrard districts under the 
concessional finance schane . is placed at Appendix II* It' is 'seen 


that an amount of Rs. 621.47 crores was sanctioned by IDBI, IPCI 
and ICICI on concessional terms for the selected backward distric- 
ts during the period 1970-1977, The IDBI is the major agency 
which distributed considerably a high percentage (72.32%) of this 
total assistance to backward districts during this period, whereas 
the percentages of the financial assistance sanctioned by the 
IFCI and ICICI to its total were .only 16,32 and 13,36 respectively* 

The analysis of concessional assistance sanctioned to different 
states by the term lending financial institutions shows that 
Uttar Pradesh, which is one of the backward states of India, - 

received maximum assistance (Rs.72.09 crores) of the total finan- 
cial assistance sanctioned, which in terms of percentage comes 
to 11.60. The other backward states and Union Territories 
accounted for 37.8 per cent of the total assistance sanctioned 
by the institutional agencies to selected backward districts, 

•H576 
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industrially backward districts of the State is shown in the 
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Uttar Pradesh is an industrially backward state. The contribu- 
tion of secondary sector to the state domestic product is appro- 
ximately 16 per cent only. Most of the districts have indus- 
tries only as a minor component of their economic activity. In 
view of this, division of districts of the state into the back- 
ward and non-backward ones has little or no meaning in most of 
the cases. In a way, industrial development in any district or 
region of the state can well be designated as industrial develop- 
ment of backward areas. Development policies and programities in 
the industrial field in the State also seem to have been based 
implicitly on such a recognition y and, although special conce- 
ssions and incentives are available for industrial units in back- 
ward districts, their impact has not been significant, _ till 
recently. The reasons being either the programmes of developing 
industries in these districts were not pursued vigorously or the 
entrepreneurs did not find incentives and concessions attractive 
enough to locate their units in the more backward districts, 

2. Industrial estates and Industrial Complexes 

For better planning of industrial development, it was decided 
by the State Government to create conditions of industrial deve- 
lopment in the identified backward districts by developing infra- 
structure and other services particularly through establishment 


T',:; ■ ■ ■ ' / ■■ ' ■ ■ ■ ■ 

Government of Uttar Pradesh, Draft. Sixth Five Year Plan— 1980-85 , 
Reviev/, Vol.I, p. 2. ■ ^ ^ — - 


of Industrial estates and industrial complexes and location of 
public sector large and medium scale industries, besides the 
provisions of various kinds of concessions and incentives. 
have attempted here a study of the extent of follow-up of these 
measures in actual practice for creating favourable conditions of 
industrial development in backward areas. According to the figufes 
in Table 3,2, on ah average there is only one industrial estate 
in each of the backward districts as against the two in non— backward 
districts, • 

Table 3. 2 


Number of Industrial Estates and industrial Complexes in Backward 
and Non-backward Districts of Uttar Pradesh (1981) 



SI 

No, 

Particulars 


Number 

of 




Industrial Estates 

Industrial 

Complexes : v 



Total 

Per District 

Total Per District 

1. 

Backward 

districts 

39 

1.00 

18 

0.46 

2. 

Non-baclCArard 

districts 

31 

1.80 

21 

1.24 

Aggregate : U.P. 

70 

1.25 

39 

0.70 


Note : District-wise locations of industrial estates and indus- 
trial complexes in Uttar Pradesh are given in Appendix III. 

Source: Directorate of Industries, Kanpur,- ^ 


Similarly, there is at least one. industrial complex in each 
of the non-backward districts but its availability in backward 
areas is hardly one against each pair of such districts. More- 
over, owing to inadequacy of industrial estates in backward 
areas, the availability of sheds and plots as depicted in 
Table 3.3 is also found to be on the lower side. Among the 

Table 3.3 


Availability of Sheds and Plots in Industrial Estates of Backward 
and Non-backward Districts - ■ ' . : I 







CT 

Particulars 

No. 


Availability of 



Sheds 

. Plots 



Totai 

Per District 

total Per District 

1. Backward districts 

363 

9.31 

1306 

33.49 

2. Non-backward 
districts 

619 

36.41 

4 . 

1435 

84.41 

Aggregate s U.P. 

982 

; 17.54 : ; 

2741 

48,95 


Sources Directorate of Industries , Kanpur. 

backward districts there are, pn an average, nine sheds per 
district, whereas the corresponding figure for the non-backward 
districts comes to as high as 36. Similarly, the availability of 
plots, per district in non- backward areas is also as high as 
twice cf those in backvrard : areas. ; 
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3. Location of Public Sector Large an d Medium Scale, Ind us tr 3^ 

So far as the location of public sector. large and medium scale 
industries is concerned, it is disheartening to note that there is 
not even one unit of such type per district in backward areas, 
whereas the average of these units per district in non-backward, 
areas is found to be three (Table 3.4). 

Table 3,4 

Number of Pubiic Sector Large and Medium Scale Industries in 
B ackward _.and _Non-b ackv 7 ard Distr icts_of_IJt ter Prad esh 


Sector 

. Backv/ard Areas 

Non-backward 

Combined for U.P. 

Total 

District 
per unit 

Total 

District 
per unit 

Total 

District 
per unit v 

1. 

Central 

2 

19.50 

19 

0.89 

21 


2. 

State 

9 

4.33 ’7- 

11 

1.55 

20 

2.80 

3. 

Joint 

6 

6.50 

9 

1.89 

15 

13.73;; ■ 

4. 

Cooperative 

11 

3.55:-':'Vv.;: 

12 

i 1.42; L: 

23 

2.43 

Aggregate 

28 

1.39 

51 

0.33 

79 

0.71 


'Source t . Pi recto rate of Xudusbries / . Kanpur*' 

Further, only one- third of the total public sector large and 
medium scale industries are located in 39 backward districts and 
the remaining two-third have gone into the 17 non-backv.^ard dis- 
tricts of the State. In case of Central sector projects, the 

*Dirtrict-wise public sector large and medium scale industries 
in Uttar Pradesh are given in Appendix IV. 


backward districts are still more deprived as compared to the 
non-backward districts. There are only two Central sector units 
in whole of the 39 backward districts of the State/ whereas the 
17 non-backward districts share the rest 19 Central sector units. 

A relatively smaller number of public sector large and medium 
scale industries in backward areas has obviously implied a smaller 
share in investment and employment. According to the following 
table/ investm.ent through these industries in backward areas is ^ 
Rs.4.10 crores per district/ whereas the corresponding amount of 
investment per district in non- backward areas is found to be 
considerably high/ i.e. Rs, 36. 6 9 crores. Similarly/ the employment 

Table 3,5 


Investment Through Public Sector Large and Medium Scale Industries 
in Backward and Non-backward Districts ; ; 





(Rs, 

crores) 



Sector 

Backward Areas 

: Kon-backward 

Combined : 

Total 

Per 

Total 

Per 

Total 

Per : --.t 



district 


district 

distt. 

1, Central 

32.75 

0,84 

374.45 

*22.03 

407.20 

7.27 

2. State 

69.39 

1.78 

29.78 

1.75 

99.17 

1.77 

3. Joint 

17.94 

0.46 

6.98 

0.41 

24.92 

0.45 

4 . Cooperative 

39.95 

1.02 

212,57 

12.50 

252.52 

4.51 

Aggregate 

160,03 

4.10 

623.78 

36.69 

783.81 

14.00 


Sources Directorate of Industries / Kanpur, 


generated in backward areas, as a direct result of public sector 
industries is also comparatively very low. The figures in Table 
3.6 indicate that the employment generated through public sector 
large and medium scale industries in backward areas is about 800 
persons per district, whereas the corresponding figure in non- 
backward districts works out to as. high as 4354 persons. 

Table 3.6 

Employment Through Public Sector Large and Medium Scale Industries 
in Ba ckward and Non-Backward Distric ts 

(Number) 


Sector 


Backward Areas Non— backward 


Combined 



Total 

Per Total 

District 

Per 

District 

Total 

Per 

Distr**! 

1, Central 

10350 

265.38 

58650 

34.50 

69000 

1232.14 : 

2, State 

10250 

262.82 

4526 

266 . 24 

14776 

■ 26 3 . 86 

3. Joint 

1809 

46.38 

1450 

. 85.29 

3259 

58.20 

4. Cooperative 

8750 

224.36 

9400 

552.94 

18159 

324.1.1 

Aggregate 

31159 

798.95 

74026 

4354.47 105185 

1878.30 


Sources Directorate of Industries , Kannur. 

The major part of the difference in investment and employment bet- 
ween the backward and non^backward districts is accounted for by 
the uneven distribution of the Central -sector industrial units 


between the two groups of districts. As stated earlier the back- 
ward districts have only 2 of the 21 such units located in the stat.^. 

On the basis of the foregoing analysis it may# therefore/ be conclu- 
ded that the previous efforts in the direction of creating conditions 
of industrial development through establishing industrial estates 
and industrial complexes and locating public sector large and medixim 
scale industries have not been much in favour of backward areas 
and these facilities are still concentrated in the industrially 
backward districts. These infrastructural gaps have led to signi- 
ficant variations in grovrth rates of output and employment between 
the two types of backward and non-backward areas particularly during 
the period 1960-70/ before the schemes of different types of conce- 
ssions and incentives became widely effective, 

4, Growth Rates of Output and Employment 

The growth rates of industrial output in backward and non-backward 
districts separately for the periods of 1960* s and 1970* s are shown 
in the following Tables 

Table 3,7 

Growth Rates of Industrial Output in Backward and Ron-Backward 
Districts of Uttar Pradesh 

(Percentage) 

Growth Rates of Output in 

1970 over the 1979 " over the base 

base year 1960 year 1970 

Backward Districts ; 1 . 2 4 „ 1 

Non-backwa'rd Districts .4.3, 6.0 

Combined for Uttar Pradesh ! 376 576 

Rote ; The above Table relates to only those large and small scale 
industrial units of private sector which are registered under the 
Indian Factories Act, 



It is clear from the above table that the growth rate of indus- 
trial output in backward districts during 196G ' s was only 1,2 per 
cent as against 4.3 per cent in non-backward districts' and 3.6 per 
cent in whole of the State. But during 1970' s growth rate in ' 
backward areas increased to 4.1 per cent and the corresponding 
percentages for the non- backward areas and the whole State in- 
creased to 6.0 and 5.6, respectively. Thus, the gap in growth 
rates of industrial output between backward and non-backward 
areas got reduced to a considerable extent during 1970' s as obnv- 
pared to that of 1960's. It seems that the provisions of conce- 
ssions and incentives in the latter period have, inter alia , been 
able to play an effective role in bridging this gap. At the same 
time availability of better infrastructural facilities and con- ' 
centration of public sector large and medium scale Industries 
continued to favour with h6n-backward areas with higher growth 
rates of output. 

In respect of employment in these large and small scale private 
sector industrial units registered under the Indian Factories 
Act, however, the backward districts recorded relatively better 
performance during the periods of both 1960' s and 1970' s as can 
be seen in Table 3,8, Employment in these industries showed a 
slightly l^igher growth in the backward as compared to non-back- 
ward districts during- I960' s. But during the period 1970-79 it. 


Table 3.8 


Growth Rates of Industrial Employment in Backward and Non-backward 
Districts of Uttar Pradesh ' • . . ' 

• (Percentage) 

Grov/th Rates of Employment in 

1970 over the base 1979 over the base 
year 1960 year 1970 

Backward Districts 1,9 3.5 

Non-backward Districts 1.6 2.2 

Combined for Uttar Pradesh 1.7 2.7 

Notes The above Table relates tO those large and small scale 
industrial units in private sector which are registered 
under the Indian Factories Act. 

was significantly higher (3.5%) in backv;ard than in the non- 
backward districts (2.2%). There had thus been an increase in the 
proportionate shares of employment in backward areas during these 
years. 

The phenomenon of higher growth rate of employment in backward 
areas can be explained with the help of the existing composition 
of industrial units and the use of technology. In backward areas, 
it is observed that the proportion of large industries is very 
small and majority of the existing industrial enterprises are 
small using mostly labour intensive technology. On the other 
hand, there has been a larger concentration of large scale indus- 
tries in non-backward areas and most of them are based on capital 
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intensive technology which is relatively less rewarding from the 
viewpoint of employment generation, 

5* Contributions of Backward Areas and Selected Districts to 
State Totals in Respect of Unit, Employment and Output 

The foregoing analysis suggests that during seventies there has 
been som.e definite improvement in the performance of industrial 
sector of backward areas in terms of growth rates of output and 
employment. Let us, therefore, see as to hov 7 far hi ^er growth 
rates of output and employment have resulted in changes in share 
of simultaneous increase of the respective categories of districts 
in the State totals. The share of backward districts in ntimber of 
industrial units in the State during 1979 is found to have more or 
less the same as in 1960 and 1970 (Table 3,9). 

Table 3.9 ' ■ 

Percentage Contribution of Backward and Non-Backward Districts to 
State Totals in Respect of Units, Employment and Output 

(Percentage) 


No, of Industrial Employment Output 

Units ■- 

1960 1970 1979 1960 1970 1979 1960 WfO 19^ 


Backward 

Districts 


21.06 20,77 20.78 20.73 21.17 22.74 26.07 20.73 18,22 


Non-Backward i . 

Districts' 78.94 79.23 79.22 79.27 78.83 77.26 73.93 79.27 81.78 


Aggregate 


100 100 100 100 100 100 100 100 100 


Note: The above Table relates to those large and small scale indus- 
tries of private sector which are registered under the Indian Pac- 

^tDries7Act.-;7:v:::v-:“. 


fW 
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The percentage contribution of backward areas in the-, total 
k employment in the State showed a gradual increase frcm 20.73 in , 

1960 to 21.17 in 1970 and 22.74 during 1979. Growth rate of 
ployment in backward areas# as stated earlier, witnessed an. appre- 
ciable increase from 1.9 per cent in the period 1960-70 "to 3.5 
per cent during 1970-79 which led to an increase in their share 
in total employment. 

Turning to industrial output# we observe that although backward 
areas gained in terms of gro-wth rate of output during seventies 
in comparison to sixties, their contribution in terms of output 
to the State total went on declining from 26.07 per cent in 1960 
to 20.73 per cent in 1970 and 18.22 per cent during- 1979, because, 
the non-backward districts experienced sigi if icantly higher rates 
of growth than the backward ones during both the periods. 

Regarding the three districts we have selected for the detailed 
study# it is discernible from the follov/ing table that the two 
backward districts, Bulandshahr and Moradabad gained both in 
number of industrial units and employment during sixties as well 
as seventies# but the contribution in terms of output constantly 
declined in case of Bulandshahr#while in case of Moradabad# it 
showed a decline during 1960-70# but a high increase during 1970- 
79. Besides# the non-backward district# Allahabad had a constant 
loss in terms of number of industrial units but sizeable gains in 
terms of both employment and output. 
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Table 3.10 


Percentage Contributions of Bulandshahr/ Moradabad and Allahabad 
to the State Total in Respect of Units, Employment and Output 



(Percentage) 




Contribution 

to the State Total or 


Buland!shahr 

Moradabad 

Allahabad 

Number of Industrial 

Units 



1960 

1.18 

3.00 

5.46 

1970 

1.52 

3.51 

4 . 27 

1979 

1.67 

4.36 

3*46 

Employment 




1960 

0.65 

1.62 

2.90 

1970 

0.78 

2.93 

3.82 

1979 

0.78 

5.11 

4.18 

Output 




1960 

0.81 

2.34 

1.57 

1970 

0.76 

2.14 

4.12 

1979 

0.58 

. 4.40 

3.99 


Notes The above Table relates to only those large and small scale 
industries of private sector which are registered under the Indian 
Factories Act, : ; ’ 


The recent period 1974-78 seems to have experienced a trend much 
more significant in favour of the backward districts. Of the new 
units established during this period, 28.17 per cent have gone 
into the backward districts, and of the new employment generated 
54.27 per cent have been shared by them. Thus, the number of 
units in backward districts have grown at an annual rate of 5,60 
per cent and employment at 7.65 per cent, against 3.49 and 1.54 
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per cent growth rates of units and employment respectively in the 
non- backward districts. Consequently / the backward districts 
claimed 20,78 per cent of units and 22.74 per cent of industrial 
employment of the State in 1978. Both the backward districts 
chosen for our study improved their position ; Bulandshahr claimed 
1.67 per cent of units and 0.78 per cent of employment/ and Mora da- 
bad 4.36 per cent of units and 5.11 per cent of employment of the 
entire State in 1978. The non— backward district/ Allahabad, lost 
relatively in number of units from 3.03 per cent to 2.87 per cent 
but gained in employment from 3.32 per cent to 4.18 per cent. 

Over the entire period 1960-78, Moradabad has experienced a signi- 
ficant growth of industries; Allahabad has followed the State 
average, but Bulandshahr has lagged behind considerably, though its 
growth has picked up during the last few years. It is significant 
to note that the extent of paroduct diversification achieved by the 
three districts is highly positively related with their respective 
growth performance. The coefficient of specialisation, which 
measures the difference in a district* s industrial structure from 
that of State as a whole, was lowest in Moradabad followed by 
Allahabad and Bulandshahr, and it declined from 0.4719 in 1960 
to 0.1393 in 1975 in Moradabad, fiorn 0,4919 in 1960 to 0.3710 in 
1975 in Allahabad and from 0.6840 in 1960 to 0.6627 in 1975 in 
Bulandshahr. During the, more recent period, Moradabad and 

^T.S. Papola, Studies - .on Development of Uttar Pradesh , Giri 
Institute of Development Studies, 1979, Lucknow, p,186. 
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ment and Product Dive rsificatlon 


Bulandshahr# seem to have diversified their structure 
though that of Allahabad has remained stable. This trend 
in line with the observed positive association of growth 
diversification. Without going into the causal sequence 
two variables# we can safely take the degree of divers 
as a correlate of industrial performance of a district. 

^ • Role of Concessional Finance in Growth Rates of Unit# 
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the backward districts. Although many of the incentives and 
concessions have been in operation for quite some time# the rate 
at which financial assistance to units in backward areas increased 
seems to have got accelerated during the post 1974 period. For 
example# project assistance financed by IDBI in whole of Uttar 
Pradesh was of an order of Rs,6 crorcs-to 9 crorcs per annum during 
1970—74# but the average for the period 1974—78 works out to 
around Rs,40 crores per'annum. Of such assistance only two to 
four per cent went to the backward districts till 1972-73# but 
after that on an average one-third of assistance has gone to the 
backward districts.^ In 1975—76# of all the IDBI project assis- 
tance in Uttar Pradesh# 55 per cent went to units in backward dis- 
tricts. The percentage of assistance that went to Bulandshahr# 
Moradabad and Allahabad was 5.14# 2.50 and 0.56 respectively. 
Similarly# UPFC assistance has shown an accelerated trend during 
this period particularly in favour of backward districts? the 
amount sanctioned increasing from Rs,41 crores in 1974 to over 
Rs.80 crores in 1978. The nximber of units assisted and magnitude 
of assistance in backward districts constituted around 30 per cent 
in 1974# but the percentage steadily increased over the period 

and in 1978 stood at around 40 per cent in terms of units and 

2 

45 per cent in terms of amount of finance. Thus# a concerted 

* 

^Operational Statistics 1977-78# IDBI# p.l24. 

^Annual Reports of UPFC # 1975 to 1979. 


effort seems to have been made by these and other financial insti- 
tutions to make a thrust in backward districts# and its results 
have been visible in terms of the faster growth of industries in 
backward districts during this period. 

So far as the differential performance of the three selected dis- 
tricts is concerned two hypotheses suggest theanselves. The non- 
backward district of Allahabad had the advantage of better infra- 
structure and already developed industrial base. Moradabad though 
a backv7ard district was also not very much behind Allahabad in 

terms of these factors, but availability of incentives and conce- 

■ » 

ssions led to an acceleration in the process of development of 
industries in this not- so-backward district. Bulandshahr, on the 
other hand, had deficient infrastructure and low level and un- 
favourable structure of industrial development to begin with, and 
therefore, could not make effective use of incentives and conce- 
ssional finance. Efforts of financial institutions were also 
concentrated more in Moradabad than in Bulandshahr, Further, . 
Moradabad is a backward district in the midst of non-backward 
districts, Bulandshahr, is not so favourably located. The most 
important factor, however, seems to be the level and structure of 
inanst-rial development iself. In 1971 Moradabad had 1.63 per cent 
of its popula-Fion engage<l as workers in non-household manufactu- 
ring, the corresponding' percentage for Allahabad was 1.20, but 
only 0.98 for Bulandshahr* Further# the! structure .of industries in 
Bulandshahr offers much less potential for linkages than that of 


Moradabad and Allahabad, Even the growth in Bulandshahr seems 
to have been contributed mainly by mineral based (potteary) indus- 
try, which has very low linkage potential. Engineering is the 
other important industry but its growth in the district is rather 
slow. So is the case of agro- based products, another important 
industry of the district. Allahabad had a relatively diversified 
industrial structure to begin with and continued to remain so over 
the period. Industrial structure of Moradabad was concentrated in 
one or two industries; but its industrial growth has been contri- 
buted mainly by industries with larger linkage potential, such as 

agro-based pixiducts and engineering. Of late, the industrial 

* 

structure of Bulandshahr has also developed in a more diversified 
manner, and with higher potential of linkage, and along with re- 
latively better level of industrial development than initially, it 
is capable of absorbing larger amount of financial assistance and 
other incentives. The efforts of institutions which generally 
accompany the growth of absorptive capacity of an area have also 
been relatively higher in this district recently. As a result, it 
has shown better performance of late. Now since the two backward 
districts have almost overcome the disadvantages that they had 
initially as compared to the developed district, the impact of • 
concessions could be more easily felt and become visible. 


CHAPTER IV 


Characteristics of Sample Units : Size Structure and 
Entrepreneurs ^ 

With the background of the trends of industrial development in 
backward and non-backward districts of Uttar Pradesh in geneiral 
and the three selected districts (i.e, tv;o backward and one non- 
backward) in particular, and the overall role of institutional 
finance and concessional finance, we may now turn to the results 
of our primary investigations regarding the growth of industrial 
units in the three selected districts. With the main focus on the 
impact of concessional finance, efforts have, therefore, been made 
in the present study to analyse rate and pattern of growth, size 
structure, pattern of entrepreneurial development, backward and 
forward linkages and the entrepreneurs' perception about industrial 
development and the role that concessional finance can play in this 
process. The present chapter is, however, devoted to study and 
analyse some general characteristics of the industrial units • sur- 
veyed and their entrepreneurs. It is ejqsected that a description 
of the characteristics of these units, most of which are now, will 
also give us some idea of the structure of industry that is emer- 
ging as a consequence of recent industrial growth in which the 
efforts of financial 'institutions particularly in providing 
concessional finance, have played a significant role. 


A. Size Structure 


1. Period of Establishment of Sample Units : It is observed that 
most of the industrial units covered in the present study 'are re- 
latively new. As derived from the following table, around 91 
per cent units were started during the period 1970-79 and the 
remaining 9 per cent were established prior to 1970. The period 

Table 4>1 

District-wise Period of Establishment of Sample Units 


Industry 


Period 

of Establishment 



Total 

Prior to 1970 


1970-79 





Buland- 

shahr 

• Mora- 
dabad 

Alla- 

habad 

To- 

tal 

Bula- 

nd 

shahr 

Mora- 

da- 

bad 

All 

ha- 

bad 

Total 


i 

2 

3 

3 

4 

5 

6 

7 

8 

9 

Food Products 
Animal and forest 

- ■ ■ 

- 




9 

- 

9 

9 

based products 



1 

1 

5 

5 

5 

15 

16 

Chemical products 

— ; ' 



— 

2 

13 

8 

23 

23 

Metal Utensils 

- 

1 

— 

1 

— 

18 

1 

19 

20 

Engineering 

2 

1 

4 

7 

7 

2 

14 

23 

30 

Ceramics 

3 

— 

. — 

3 

27 

_ 

— 

27 

30 

Others 

— 

— 

1 

1 

2 

2 

9 

13 

14 

TOTAL 

5 

.2 

' \ 6 

(9. 

13 

15) 

43 

49 

37 129 142 
(90.85) (100) 


Notes Figures in parentheses denote percentages to Column 9. 
of establishment of sample units is more or less similar in all 


the three districts 


2. Average Size of Employment 


Most of the sample units are small sized. According to the 
following table^ the average employment per unit in the entire 
sample works out to 21 persons, with a slight variation on the 
lower side in Moradabad and on the higher side in Bulandshahr and 
Allahabad. It is also discernible from the table that the ■ 

Table 4.2 

District-wise Distribution of units by Average Size of Employment 


Number of Units 


Average Size of 


Industry 



Buiand- 

shahr 

Morada- 

bad 

Alla- 
hab ad 

Buiand- 

shahr 

Mora- 

dabad 

All- 

habad 

Food products 


9. 



■19.11 


Animal and forest 
based products 

5 

5 

6 

59.6 

12.80 

44.00 

Chemical products 

2 

13 

8 

10.5 

12.85 

11.50 

Metal utensils 

- 

19 

1 

- 

19. 26 

30.00 

Engineering 

9 

3 

18 

44.11 

39.67 

26.44 

Ceramics 

30 

- 

- 

11.66 

- 

- 

Others 

2 

2 

10 

12.00 

12.00 

11.60 

Total 

48 

51 

43 

22,33 

17,88 

22.74 


Note ; Average size of employment for total number- of sample 
unit comes to 20,86 persons. 


industry groups of engineering and -animal and forest based products 
have a relatively larger average employment size and chemical pro- 
ducts, ceramics and 'others' lower employment size both in the 
backward and non-backward districts. Overall, the sample is. domi- 
nated by small sized units : as many as 35 per cent of the total 
units do not seem to hold the status of ' factory' as they employ 
less than 10 workers (Table 4.3). Another 37 per cent employ 10-20 
workers each. There were only 4 per cent units employing more than 

. • 

Table 4.3 

Industry-wise Di strib ut io n of Unit s by Size of Employment 


Industry 

Number 

of Units by 

size of 

Employment 

Total 

Below 

10 

persons 

10-20 

persons 

20-50 

persons 

■ 50 Sc above 
persons 

1 

2 

3 

4 

5 

6". 

Food products 

2 

2 

5 


9 

Animal and forest 
based products 

3 

6 

5 

2 

. 16 

Chemical products 

9 

10 

4 


•23 

Metal utensils 

6 

6 

■ 8 

■ 

20 

Engineering 

11 

6 

9 

•4 

30 

Ceramics 

12 

18 

- 


30 

Others 

6 

5 

3 


14 

Total 

49 

(34.51) * 

53 

(37.32) 

34 

(23.94) 

6 

(4.23) 

142 

(100.00) 


Notes Figures given in parentheses denote percentages' to 
Column 6 , 
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50 workers each. Those employing 20-50 workers constituted appro- 
ximately 24 per cent of the sample units. 

3. Productive Capital Employed 

On the basis of the size of total productive capital employed, 
almost all the units can be placed in the category of small scale 
industries. Average size of total productive capital employed 
estimated to Rs.4.80 lakhs? a little higher than 80 per cent of the 
total units, employed a total productive capital upto Rs,5 lakhs 
each only (Table 4,4). Among the industries, animal and forest 

Table 4.4 

Distribution of Sampl e Units by Size of P3X>d uctive Capital Employed. 


Industry 

Distribution of Units by Size 
of total productive capital 
employed 

Average , 

productive 

capital 

employed 

(Rs.lakh) 

0-5 

lakhs 

5-10 

lakhs 

10 lakhs 
& 

above 

Total 

Units 

1 

2 

3 

4 

5 

6 

Food products 

4 

5' 

_ 

9 

5.04 

Animal and forest 






based products 

9 

2 

5 

16 

11.41 

Chemical products 

20 

2 

1 

23 

3.26 

Metal utensils 

20 



20 

2.08 

Engineering 

17 

7 

6 

30 

8.24 

Ceramics 

30 


— 

30 

2.11 

Otners 

14 



14 

1.88 

Total 

114 

16^ ■■ 

12 

142 

4.80 


(80.28) 

(11*27) 

(8.45) 

(100.00) 



Note : Figures in parentheses denote, percentagesto the total units 


based products showed a higher capital base per unit at an 
average of Rs, 11.41 lakhs, particularly due to a few large units 
of this industry in Bulandshahr. Besides, the units employing 
total productive capital between Rs. 5- 10 lakhs and Rs.lO lakhs 
and above were 11.27 per cent and 8.45 per cent respectively. 

The units in Bulandshahr had a relatively higher average size of 
capital at Rs,7.33 lakhs as compared to-Rs.3.23 lakhs and Rs.3,84 
lakhs in Moradabad and Allahabad respectively. This is attribu- 
table to the much larger employment of capital per unit in engi- 
neering (Rs. 15. 20 lakhs) and animal and forest based products 
(Rs. 26. 98 lakhs) in Bulandshahr, (Table 4.5) 

Table 4.5 

District-wise Distribution of Sample Units by Size of Productive 
Capital Employed 


Distributio’n of Units by Productive Capital 

Employed 


Industry 

Bulandshahr ; 


Moradabad 


Allahabad 



0-5 : 5 

lakh ^ 

Ave- 

0-5 

5 l akh 

Ave- 

0-5 

1 

Slakhs 2 


lakhs & 

above 

rage 

lakhs 

Sc above 

: rage 

lakhs 

& . alDO- 

- (DCS) 









ve 

Food products 
Animal and 

- 



4 

; ■ 5; 

5,04 




forest based 
products 
Chemical pro- 

1 

4 

26.98 

3 ■ ^ 

2 

4.80 

5 ■ 

1 

3.93 

ducts 

1 

1 

6.13 

13 


1.93 

6 

2 

4.71 

Metal utensils 



— 

19 


1.99 

1 

- 

3.70 

Engi HP'er.lng 

3 

6 

15.20 

- 

3 

9.31 

14 

4 

4.59 

Cei'amics 

30 


2.11 

— 



- 

- 

— . 

Others 

2 


2.28 

2 


■2,14 

10 

— 

1.75 

Total 

37 

11 

7.33 

41 

10 

3.23 

36 

7 

3.84 


Note: Average productive capital employed for all the v sample .units 
works out to Rs.4.80 lakhs 



4. Size of Output. 


Turning to the production size of the selected enterprises, we 
find that the average production of an unit in our sample turned 
out of the value of Rs.7.30 lakhs in 1979 (Table 4.6). 

Table 4,6 

District-wise Distribution of Units by Size of Output 



Units 

by 

Size of Output and Average Value 
of Output 

Avera- 
ge val- 

Industry 

Bulandshahr 


Moradabad 

Allahabad 

ue of 
output 


A 

B 

C 

D 

A 

B 

C 

D 

A 

B 

C 

D 

(Rs lakh 

Pood products 





1 

4 

4 

5.02 





5.02 

Animal and forest 
based products 

1 

1 

3 

30.02 


2 

3 

6.16 

1 

3 

2 

5.03 

13.19 ■ 

Chemical products 

1 

1 

— 

1. 20 

1 

9 

3 

6.18 

3 

3 

2 

3.12 

4.68 

Metal utensils 

... 




5 

8 

6 

11.97 


1 


3.00 

11^52 

Engineering 

1 

2 

6 

29.96 

1 

1 

1 

6.19 

4 

9 

5 

4.37 

12.23 

Ceramics 

11 

18 

1 

2.00 

_ 


— 

- 

- 

- 

- 

- 

2.00 

Others 

— 

1 

— 

1.76 

1 

1 

— 

1.77 

3 

5 

2 

2.55 

2.33 

Total 

14 

23 

10 

10.29 

9 

25 

17 

7.64 

11 

21 

11 

3.57 

7.30 


Notes A = Rs. below 1 lakh 
B = Rs.1-5 lakhs 
C =5 Rs.5 lakhs and , above 
D = Average value of output in Rs.lakh. 

Heregain, Bulandshahr showed a high average of Rs.10,29 lakhs as 

corapared to Rs.7.64 lakhs in Morada.bad and Rs.3,57 lakhs in 

Allahabad. The above table also shows that animal and forest 

based products in Bulandshahr and metal utensils in Moradabad had . 


a higher average size of production, but ceramics and chemical 
products, on the other hand, produced on an average relatively 
smaller size of output. 

The industry-wise distribution of all' units hy size of output is 
shown in Table 4.7. It is observed that around 25 per cent of the 

^able 4.7 

Industry-wise Distribution of Units by Size of Output During 1979 

Distribution of Units by Size of Average 


Industry 

Below 

1 lakh 

Output 

1-5 Above 
lakhs 5 lakhs 

Total 

Value of 
Output 
(Rs lakh) 

Food products 

1 

4 

4 

9 


Animal : and forest 
based products 

2 

6 

8 

16 

13.19 

Chemical products 

5 

13 

5 

23 

: :y' 4', 68; ; 

Metal utensils 


9 

6 

20 

;vc;:ii,52;:,:::;;y 

Engineering 

6 

12 

12 

30 


Ceramics 

•11 

18 

1 

30 

2.00 

Others 

5 

7 

2 

14 

2.33 

• Total 

35 

(24.65) 

69 

(48. 

38 

59) (26,76) 

142 

(100,00) 

7.30 


Note ! Figures in parentheses denote percentages to total. 


entire sample produced output worth Rs.l lahh or less and average 
size of production for another 48 per cent units ranged from Rs.l 
lakh to Rs. 5 lakhs. The ratiaining 27 per cent of the total units 
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had an output per unit worth over Rs,5 lakhs. Besides, the animal 
and forest based products, metal utensils and engineering dominated 
the average size of production of other industry groups in the , 
sample. 

B. Entrepreneurial Status 

1. Sample Units by Origin of Entrepreneurs ;. So far as entrepre- 
neurial development is concerned, it is encouraging to note that, 
an overwhelming majority of entrepreneurs have their local origin. 
According to the following Table, in the overall sample about 71 
per cent entrepreneurs belonged to the districts of location of 
their units. The percentages of such entrepreneurs in Bulandshahr, 
Moradabad and Allahabad were 71, 80 and 60 respectively. The^^ 

Table 4.8 


District-wise Distribution of Sample Units by Origin of Entrepreneurs 











Industry , 

Bulandshahr 

Moradabad 

Allahabad 

Combined 


Local 

Non- 

local 

Local 

Non- 

local 

Local 

Non- 

local 

Local 

Non- 

local 

1 

2 

3 

4 

5 

6 

7 • 

8 

9 

Pood products 

mm ' 


9 




9 


Animal and forest 
based products 1 

4 

3 

2 

4 

2 

8 

8 

Chemical products 1 

1 

8 

5 

7 

1 

16 

7 

Metal utensils 



18 

1 


1 

18 

2 

Engineering 

6 

3 

1 

2 

9 

9 

16 

14 

Ceramics 

24 

6 





24 

6 

Others 

2 

“ 

2 


6 

4 

10 

4 

Total 

34 

14 

41 

10 

26 

17 

101 

41 


(70,83) (29.17) (80.39) (19.61) (60. 

47) (39. 

53) (71. 

13X28.87) 


Note s Figures in parentheses denote percentages to the total units 

in the selected districts upto Col, 7 and those in Cols, 8 and 9 
are based on the entire sample. 


entrepreneurs in food products# ceramics and metal utensils were 
from the districts of location of their units in more than 80 per 
cent cases. Since most of the units are small sized and entrepre- 
neurs are of local origin it is not surprising to note that there 
are no absentee entrepreneurs in the sample units. In all units, 
entrepreneurs worked in the units as Managing Directors, Managers, 
Partners, or in some other capacity. 


2, Entrepreneurs* Age 


Average age of the entrepreneurs in sample units turned out to be 
around 37 years (Table 4.9). Entrepreneurs in most industries have 


Table 4. 9 


District-wise Average Ages of the Entrepreneurs in Sample 
Units 


Industry 

Average Ages of Entrepreneurs 

Bulandshahr Moradabad 

Allahabad Combined 

Food products 


36.00 


36.00 



(9) 


(9) 

Animal and forest based 





products 

33,33 

30.00 

41.50 

35.35 


(5) 

(5) 

(6) 

(16) 

Chemical products 

39.50 

34.62 

33.50 

34.65 


(2) 

(13) 

(8) 

(23) 

Metal utensils 


37.21 

34.00 

37.05 



(19) 

(1) 

(20) 

Engineering 

42.33 

51.33 

3.7.50 

40.33 


(9) 

(3) 

(18) 

(30) 

Ceramics 

36.47 



36.47 


(30) 



(30) 

Others 

37.50 

35.00 

36.70 

36.57 


(2) 

(2) 

(10) 

(14) 

Total 

37.40 
. (48) 

36.37 

<5I) 

37.05 

t43) 

36,93 

(142) 


Mote 8 Figures in parentheses denote nxrnber of industrial units. 


an average age below the average. But those in engineering group 
of industry, are on an average 40 years old in Bulandshahr and 52 
years old in Moradabad though in Allahabad entrepreneurs' average 
age in this industry group is around 37 years. 

3. Entrepreneurs' Qualifications 

Around two- thirds of the entrepreneurs are either graduates or 
technical diploma holders. Only ten per cent were non-matricu- 
lates or Illiterates, most of them were in ceramics (mainly in 
pottery in Khurja) . Entrepreneurs in animal and forest based 
products, chemicals and engineering were most educated, with over 
three- fourths of them having a university degree or diploma. All 
these industries, along with metal utensils also had a good per- 
centage of entrepreneurs with technical qualifications. Ceramics 
had the least educated entrepreneurs, only 20 per cent^ of tlKsm 
were graduates and 13 per cent had a technical diploma, while one 
third were non-matriculates and equal number matriculates. (Table 4,10) 

4. Previous Activity of Entrepreneurs 

Wie largest percentage of entrepreneurs came to the present 
enterprise from trading bcic}cground:39 per cent of the entrepreneurs 
were engaged in trading before coming to their present enter- 
prise (Table 4.11), Another 18 per cent engaged in industry, and 
11 per cent shifted to industrial entrepreneurship from a sala- 
■ried job. A small number, around 4 per cent, were agriculturists 
and a similar number were wbrlcing as technocrats in industry, 
before their present venture, - 


Table 4. 10 


Distribution of Sample Units by Educational Qualification of Entre- 
preneurs 


Educational Qualifi- 
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0 
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U 

0 
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43 

rH 






O CQ 

c 

o 

u 

X, 

u 

CD' 

-H 

C 

V 0 

■■■ 43- ■ 

O 





:h 

o 


:s: 

CO 


O 

■ O 

S 


Illiterates 

- 

- 

- 

1 

1 

3 

5 

(3.52) 

Primar^^ 

•** 

•M* 


•» 


4 

4 

. (2,82) 

Junior High School 



- 


2 

3 

5 

♦ (3.52) 

High School/interxnediate 

2 

2 

6 

6 

5 

10 

4 35 

(24.65> 

Graduate 

6 

10 

12 

9 

12 

6 

^ {4l?25) 

Technical Degree 

1 

4 

5 

4 

5 

- 

3 22 

(15.49) 

Technical Diploma 




"* 

5 

4 

2 11 
(7.75) 

Total 

9 

16 

23 

20 

30 

30 

14' 142 
(100.00)' 


Hote : Figures given in parentheses denote percentages to tetcl,* 


Table 4.11 


Distribution of Sample Units by Previous Act-ivity of Entrepreneurs 


Previous Activity of 
Entrepreneurs 
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Q 
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■m 


P 



Pm 


o 

04 

s 

&a 

o 

O 

B 


Industry 

Trading 

Farming 

Service 

Technocrat in Industry 
Profession 
S tudent/Unempl oyed 
Army .officer 

Total 


8 


17 


10 


3 

7 


26 

(18.31) 

55 

(38.73) 

6 

(4.23) 

15 

(10.56) 

5 

(3.52) 

2 

(1.41) 

31 

(21.83) 

2 

(1.41) 


16 23 20 30 30 14 142 

( 100 . 00 ) 


Notes Figures in parentheses denote percentages to total. 
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About 22 per cent of the entrepreneurs, came directly to their 
present venture after completing their studies and/or undergoing 
some period of unemployment. Around 78 per cent of them were 
engaged in some activity before they ventured into the present 
enterprise. Was that occupation the same of occupation of their 
families? Our data show that this was not always the cases For 
over fcur-fifths of entrepreneurs the industrial enterprise meant 
a shift from traditional family occupation; and a similar propor- 
tion also made a shift from their own previous activity. Such 
shifts were most frequent in the case of Bulandshahr entrepreneurs. 
Thus it looks that the overall development of industries in all 
districts particularly in Bulandshahr has encouraged the entry of 
a large number of entrepreneurs in industry who did not pursue 
industry either as a family occupation or their own occupation 
prior to starting the present enterprise. Even the entrepreneurs 
who were engaged in industry either as family business or as their 
own .previous activity did not necessarily go in the same line of 
production. It may also be noted that only around 10 per cent of 
the entrepreneurs chose the present production line because they 
had hereditary knowledge of the product line, but 16 per cent chose 
it because of their technical competence -due or their experience of 
handling the product line. One-fifth of the entrepreneurs also 
asstimed charge of their present enterprise after having worked in 
the same unit for some time. 
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CHAPTER V 




^g) 


Growth of Industries and Significance of 
Concessional Finance 


Growth Rates of Output and Employment 

A rapid growth of the nurober of units in recent years is well 
suggested by the period of establishment of the sample units 
stated in the previous chapter. The sample units have also shown 
a relatively high rate of growth in their output during 1975-79; 


Table 5,1 - 

District-wise Distribution of Sample Units by Average Growth ,of 


(Percentage) 


Average Growth 

Rate 

Combi- 

Industry Group 

of Output 


ned 


■Bui and- 

Mora da- 

All aha- 



shahr 

bad 

bad 


Animal and forest based products 





- with concessional finance 

110.49 

44.59 

mm ' 

102.70 

- without concessional finance 

■ , 

■ 

-14.68 

-14.68. 

Chemical products 





- with concessional finance 

4.17 

69.74 

' 'mm " ' 

69,74 

- without concessional finance 


47’,4' 

41.67 

45,42 

Metal Utensils 





- with concessional finance 

_ 

37.92 


37.92 

- without concessional finance 

- ■.. . 

15.67 

- 

15.67 

Engineering’- with concessional 

14.25 

6.23 

86,77 

50.38 

finance 





- without concessional finance 

4,38 


13.08 

9.86 

Ceramics - with concessional 





finance 

46.48 



46.48 

- without concessional finance 

21.02 

■■■-. ■■ 

- • 

21.02 

Others - with concessional finance - 

- 



- without concessional finance 



42.91 

42.91 . 

Total . 

22.54 

26.51 

16.28 

22.72 

Base* Number of Units 

31 

19 • 

12; 

62 . 


Note ; Average growth rate of output relates to 6 2 units out of 
the entire sample of 142*- 



particularly those located in the bacT<ward districts of Buland- 
shahr and'Moradabad. Against an overall growth rate of output of . 
22.72 per cent in the entire sample, Moradabad units have regis- 
tered growth rate of output of 26.51 per cent and those in Buland- 
shahr of 22,54 per cent as compared to 16,28 per cent in Allahabad 
units (Table 5,1). It may also be noted that a significant number 
of units in Allahabad and Moradabad shewed a stagnation or decline 
in their output? such units fonaing one- fourth of the sample in 
the former and one- sixth in the latter district. On the other 
hand, no unit in Bulandshahr experienced a negative growth and 
most units grew at a rate between 10 and 50 per cent. The indus- 
tries which have grown fastest are animal and forest based products 
and ceramics in Bulandshahr, chanicals in Moradabad and Allah^ad 
and engineering in Allahabad, 

The rate of growth of employment has, however, not kept pace with 
the growth of output. According to the following table, the 

Table 5.2 


District- wise Distribution of Sample Units by Average Growth Rate 

of Employment During 1975-79 • 

(Percentage) 


Industry group 

Average Growth of employment 

Bulandshahr Moradabad Alla- 
habad 

Com- 
bined ■ 

Pood products 





Animal and forest 

based products 0,25 

4,17 

4.00 

2.19 

Chemical products 


6.67 

2.08 

3,26 

Metal utensils 

- 

9.50 


9.50 

Engineering 

2.89 

■ 4.93 

29 . 14 

6.90 

Ceramics 

5.00 

■ , ^ 


5.00 

C tiers 



8.64 

8 ♦ 64 

Ictal 

2,06 

7.64 

14.94 

6.99 

e'.-'-j'- units 

30 

18 

19 

67 


grovj'th of emi^oyment relates to 67 units out of 142, 


. 53 

average growth rate of employment in the sample units has been 
of an order of about 7 per cent, Aixiund 20 per cent of the units 
had zero or negative rate of growth of err^loyment and hardly any 
unit a rate higher than 30 per cent. But the sample units in 
Allahabad have experienced a growth in employment of around 15 per 
cent which is only marginally lower than their growth of outpht at 
16 per cent. Moradabad and Bulandshahr units, on the other hand, 
have increased their employment at the rates of only 7.64 and 2.06 
per cent respectively. The major contribution in employment growth 
was made by engineering group of industries in Allahabad, by metal 
utensils in Moradabad and by ceramics in Bulandshahr, 

2. Borrov/lnq for Fixed Capital 

Let us now turn to the contribution made by institutional finance 
and particularly concessional, finance in the growth of the sample 
units. In the first instance, let us see as to what percentage of 
the capital of ■ these units is financed on the basis of institutional 
finance. According to Table 5.3, all but 24 of the sample units 
availed of finance from financial institutions and banks for fixed 
capital. ■ Those availing finance for fixed capital constituted 75 
per cent of units in Bulandshahr, 90 per cent in Moradabad and 84 
per cent in Allahabad and 83 per cent in the entire sample. On an 
average, 57 per cent of the fixed capital of the borrowing units is 
financed through borrowings from banks and financial institutions. The 
extent of borrowing is higher at 59 and .58 per cent in Allahabad 
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Table 5.3 

District- wise Distribution of Sample Units by Percentage of Fixed 
— Capital Borrowed to Total Fixed -Capital 


Industiry 

Bulandshahr Moradabad Allahabad Combined 



A 

B 

c 

A 

B 

c 

A 

B 

■ C 

A 

B 

C 

Food products 

, — 




9 

59.72 

'mm ■■ ■ 

mm 


0 

9 

59.92 

Animal and forest 












based products 


5 

55 * 4 3 


5 

86.21 

1 

5 

73,38 

1 

15 

60.50 

Chetiical 



* 










products 


2 

71.02 


13 

72.39 

- 

8 

72.88 

0 

53 

72.34 

Metal utensils 

- 

.. 


5 

14 

45,02 

1 



6 

14 

43,02 

Engineering 

2 

7 

69.84 

- 

3 

24.11 

3 

15 

49.61 

5 

25 

5.6,23 

Ceramics 

9 

21 

36.20 


- 

_ 

— 

— 

.. 

9 

21 

36.20 

Others 

1 ' 

1 

59.11 


2 

36.31 

2 

8 

57.20 

3 

11 

55,00 

Total 

12 

36 

58.28 

5 

46 

53.16 

7 • 

36 

59.06 

24 118 57.03 


(75 

.00) 



(90. ; 

20) 

(83 

.72) 

(83,10) 

Base: Sample 













units 


48 




51 



43 


142 


Notes *A* in the above table stands for those units which did not 
borrow for fixed capxtal and 'B' for those which borrowed 
loans for fixed capital, *C* denotes average percentage ’of 
‘ fixed capital borrowed to total fixed capital employed. 
Figures given in parentheses denote percentages to the base, 

and Bulandshahr and lower at 53 per cent in Moradabad. This is. 
primarily because metal utensils, a major group in Moradabad, has 
relatively older units which had financed their fixed capital out 
of their own funds. Industries in which the percentage of term 
borrowing to value of fixed capital is relatively high are : 


animal and forest based products, chemicals, food products and 
engineering. Units in ceramics have one of the lowest extent of 
borrowing for this purpose; only 36 per cent of the value of fixed 
assets is borrowed* In spite of that the extent of borrowing for 
fixed capital is high in Bulandshahr because units in chemicals and 
engineering there have borrowed to the extent of 70 per cent or 
more of the value of .their fixed capital, 

3. Borrowing for. Working Capital 

The patteirn of borrowing for working capital also follows similar 
trend. According to Table 5.4, all but 37 units availed of finance 
from financial institutions and banks for working capital. Per- 
centages of those borrowing for working capital in Bulandshahr, 
Moradabad and Allahabad were 73, 68, and 81 respectively against 
74 per cent of the entire sample. On an average, .55 per cent of 
the working capital requirements of. the sample units are met by 
borrowings. The percentage is quite high at about 68 in Bui and— 
shahr and rather low at 45 and 44 per cent 'in Allahabad and Mora— 
dabad respectively. Again, ceramics and metal utensils borrow 
to a smaller extent of their working capital; and animal and 
forest based products, chemical products and engineering to a 
much larger extent. Even in these groups, Bulandshahr units have 
tendency of meeting relatively larger part of their working 
cap.’tal xegiiireiaents by borrowings. 
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Industry 


Food products 

Animal and 
forest based 
produ’cts 

Chernical' 

products 

Metal utensils 

Engineering 

Ceramics 

Others 

Total 


13 35 67.98 

(72.93) 


Base* No. of units 


1 

8 

46.83 

* 


- 

- 

- 

5 

64.10 

- 

5 

71.90 

8 

5 

36.75 

1 

7 

60.00 

6 

12 

28.83 

- 

1 

18.52 

- 

3 

41.04 

2 

16 

35.83 

1 

1 

80.00 

5 

5 

49.37 

16 

34 

43.94 

8 

34 

44.90 


(68.00) (80.95) 


Table 5.4 


Bulandshahr Moradabad Allahabad 


37 

(73 


Note s *A* stands for those units which did not borrow loans and 

•B‘ for those which borrowed it, 'C denotes average percen 
tage of working .capital borrowed to total working capital. 
The figures given in parentheses denote percentages to the 


The above table relates to 140 units. The data pertaining 
one unit of metal utensils in Moradabad and one unit of 
and forest based products in Allahabad could not be obt 


District-wise Distribution of Sample Units by Percentage of 
Capital Bo rrovjed to Total Working Capital 
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On the whole, the availability of finance seems to have made a 
significant impact to the extent that major part of the fixed 
as well as working capital requirements have been met from borrowed 
funds. It is, however, difficult to say that this impact has been 
felt more in the backward than in the non-backward district. Dis- 
trict-wise differences by and large, in accordance with the 

pattern of industries. Newer industries have availed of loans to 
larger extent than the old ones. To the extent the new industries 
are also the ones with greater potential fox' backward and forward 
linkages, one could say that the pattern of lending has been con<Si- 
cive to the growth of areas where industrial units are located. It 
may, however, be noted that Ujc nuii— aval 1 abH ity uf finance as B\ich. 
V 7 as mentioned as a constraint in expansion of units by only a small 
number of units in Bulandshahr (7%) and, Moradabad (4%) whereas one- 
third units in Allahabad considered it as such. Thus, it looks that 
the institutions have made a much larger progress in meeting finan- 
cial requirements of industrial units- in backward areas than the 
non- backward ones. And due to various reasons such as difficulty , 
of getting power and raw materials, the industries in the non- 
backward districts have been growing at a slower rate than in the 
backward districts, and as a result, the laLLex axe developing 
higher absoxptive capacity for institutional finance. Whether the 
institutions are following this lead . gi/en by cif for-aiitial perfor- 
mance of industries -in the tv/o groups cf industx-ies or they them- 
selves are also responsible for this phenomenon is a .matter needing 
further investigation. It, however, seems that the institutions 
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have contributed both in initiating a higher growth in bacicward 
districts and also in supplying adequate finance as the absorptive 
capacity of the backward districts increased. This seems to be 
particularly true in the case of Bulandshahr. 

of Concessional Finance in Start/Expansion of Units 

Financial assistance at concessional terms^ as distinct from 
availability of finance as such, has been considered as an important 
.factor in the start up and/or expansion of majority of sample units. 
According to Table 5.5, the percentage of entrepreneurs who thought 
that the concessional finance is of some significance was the 
highest (79%) in the non-backward district of Allahabad, as compa- 
red to backward districts of Moradabad (69%) and Bulandshahr (52%) , 

Table 5.5 

District-wise Distribution of Sample Units Considering Concessional 
Finance as Important for start or Expansion of Units 


Units ‘consi-defing;. concessional finance 
Industry group as important for start or expansion 

of units 



Bulandshahr Morada 
bad 

- All aha- Combi- 
bad ned 

Food products 

' MM ’ 

9 


9 

Animal and forest based 

products 5 

4 

5 

14 

Chemical products 

1 

10 

6 

17 

Metal utensils 

- 

10 

1 

11 

Engineering 

”6 

2 

13 

21 

Ceramics 

12 

, .. . 


12 

Others 




10 

Total 

2£ 

, 35 



34 

94 


(52.1) 

(.68.6) 

(79.1) 

(66.2) 

Base i Sample Units 

48 

51 

43 

142 


Note ; Figure's In parentheses denote percentages to the base. 
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The concessions, thus, seem to have greater popularity in the 
non- backward than in the backward ones although their magnitude 
is certainly larger in the latter. Part of it also reflects 
industry-wise differences in the popularity of concessional 
finance. Bulandshahr and Moradabad sample is dominated by cera- 
mics and metal utensils ' respectively, both these traditional indus- 
tries seem less enchanted by concessional finance which is found 
most .popular in chemicals, animal and forest based products and 
food products. 

5. Avallment of Conc ess ion al Finance by S ample Units 

In terms of actual availment, however, the concessional finance has 
played greater role in the two backward districts than in Allaha- 
bad, As shown below, around 52 per cent of the units in our sample 
availed of concessional finance. The proportion of units availing 


Table 5,6 

District-wise Distribution of Sample Units by Availment of Conce- 
ssional Finance ' 


Industry 

Buiand- 

shahr 

- Mora- 
dabad 

A1 la— 
habad 

Combined 

Food products 


6 

■ . 

6 

Animal and forest based products 

5 

4 

3 

12 

Chemical products 

2 

8 

3 

13 

Metal utensils 

— 

12 

— 

12 ’ 

Engineering 

5 

3 

5 

13 

Ceramics 

14 


— 

14 

Others 

1 


3 

4 

Total 

27 

(56.3) 

33 

(64.7) 

14 

(32,6) 

74 

(52.1) 

3r:sa‘? Sarriple Units 

48 

51 , 

43 

142 

!■ ’-rares in pa.’ren''heses denote 


ges to 

the bas 



such finance was 56 per cent in Bulandshahr, 65 per cent in 
Moradabad and 33 per cent in Allahabad, 'fliie major part of the 
concessional finance is available as term loans for fixed capital 
and carries concession in rate of interest in backward districts; 
though with refinance from IDBI the interest rates even in the non- 
backward districts are lower than the usual rates charged by commer- 
cial banks. Thus, an element of concession is available even in the 
non-backward districts. We found earlier that 57 per cent of the 
fixed capital requirements of sample units are met from borrowed 
funds'; of this, 44.48 per cent was borrowed on the basis of conce- 
ssional finance. The percentages- af-.-foncessfbnaT--finance availed to 
the total fixed capital for the three selected districts are given 
in Table 5,7. 

Table 5. ‘7 

District-wise Distribution of Units by Percentage of Concessional 
Finance Availed to Total Fixed Capital 


Bulandshahr Moradabad Allahabad Combined 


Industry Group 

Units avail- 
ingC. F. 

% of c.f. 
availed to 
total fixed 
capital 

Units avail- 
ing C.F. 

% of c.f, 
availed to 
total fixed 
capital 

Units availing 

C.F, 

'/o of c.f. 
availed to 
total fixed 
capital 

Jnits availing 

C.F, 

k of c.f. 
availed to 
cotal fixed 
capital 

Food products 


6 

84.41 


' IM* ' 

6 

84.41 

Animal and forest 








based products 

5 50.84 

. 4 

94.12 

3 

52.47 

12 

56.03 

Chemical products 

2 41.25 

8 

77.55 

3 

38.78 

13 

51.11 

Metal utensils 

_ _ 

12 

59.23 


— 

■12 

59.23 

Engineering 

5 17.11- 

3 

34.63 

5 

48.74 

13 

22.67 

Ceramics 

14 53.81 

— 


— 


14 

53.81 

Others 

1 76.06 

- 


3 

23.68 

4 

33,90 

Total 

27 37.82 

33 

65.65 

14 

40.44 

74 

44.48 
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The concessional finance constituted 85 per cent of borrowed 
finance for fixed capital in Bulandshahr, The comparable figure 
for Moradabad is 91 per cent and for Allahabad 68 per cent 
(Table 5.8), Among industries, food products, metal utensils and 

Table 5,8 

Percentage of Borrowings to Total Fixed Capital 


District 

% of tem Arrowing to 
total fixed capital 

% of borrowing on con- 
cessional terms to 
total fixed capital 

Bulandshahr 

58.28 

47.82 

Moradabad 

53 '. 16 

.48.65 

Allahabad 

59.06 

40.44 

Total 

57.03 

44.48 


animal and forest based products depended on concessional finance 
much more than units in engineering, ceramics and chemicals for 
meeting their fixed capital requirements. Overall, it is signi- 
ficant to note that around one-half of the fixed capital require- 
mentsof sample units in the backward districts were met on the 
basis of concessional finance, the proportion being 40 per cent 
in case of units in Allahabad which, of course, carried smaller 
rate of concession. ' than in the backward districts. 

It is evident from figures in Table 5,1, that within an industry, 
units availing concessional finance have grown much faster in 
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terms of output than those not availing it. In ceramics in 
Bulandshahr/ units availing concessional finance experienced a 
growth rate of 46.48 per cent as against 21.02 per cent of those 
without it. In some other industries growth rates of those with 
concessional finance or those without it respectively were as 
follows: metal utensils in Moradabad 37.32 per cent and IS. 67 per 
cent; chemical products in Moradabad 69.74 per cent. and 47.41 per 
cent; and engineering in Allahabad 86.77 per cent and 13.08 pet 
cent and in Bulandshahr 14.25 per cent and 4.38 per cent. 

It may, thus* be concluded that efforts made by financial institu- 
tions, particularly, through operation of- the scheme of concessional 
finance, have contributed to the acceleration of industrial growth, 
particularly in the backward districts. Sizeable part of the 
financial requirements of new and expanding units have been met 
through institutional finance and most of the units particularly 
in the backward districts have also utilised the facility of 
concessional : finance for this purpose. The units availing conce- . 
ssional finance have also shown a much better performance in teinns 
of growth of output than the ones -which have not availed_of .this 
facility, _ 

There are two features revealed by our invesgitation which may be 
considered as rather unfavourable characteristics of the pattern- 
of availment of concessional finance. On an average, those 
availing of concessional finance were relatively larger sized than 
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those not using it; the average size of output of the former 
group was Rs. 10.45 lakhs as against Rs,3.76 lakhs of the latter. 
Such difference between two, groups was much more marked in 
Bulandshahr with those availing concessional finance turning out- 
put of Rs.l5. 31 lakhs on an average; as against Rs.2.79 lakhs of 
those not availing it. Does the accessibility of concessional 
finance have a distinct bias in favour of large sized units? To 
a certain extent^ it is also a reflection of differential popula- 
rity of this instrument v/ith different industry groups and their 
size structure. Animal and forest based products are relatively 
large sized and ceramics units small sized in Bulandshahr^ and 
the concessional finance has been more popular with the former 
than with the latter. Further, from a scrutiny of proportion of 
units availing of concessional finance in different size groups of 
output it is seen that the veiry small and relatively large units 
are better able to get the benefits of concessional finance than 
those in the medium size output group, as can be seen from Table 
5.9, This tendency has been particularly marked in Bulandshahr 
and Moradabad than in Allahabad.' 

Table 5.9 

Percentage of Units Availing Concessional Finance 


size Groupi”bf OutpuCIh' Rs. lakhs'' 



< 1.00 

1,0 0— 
2.00 

2.00- 

5.00 

5,00- 

10.00 

"lO.OOi" 

15.00 

15+ 

Bulandshahr 

60 

60 

25 

33 ' 

66 

100 

Moradabad 

77 

55 

60 

77 

75 

50 

Allahabad 

54 

24 

30 

0 

■■ mm " 


ADD 

63 

45 

40 

36 

70 

77 
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Another disconcerting feature of the pattern of growth of industrial 
units in these districts during the last few years and therefore 
of the contribution of concessional finance, is a much slower 
growth of employment than of output, particularly in the two back- 
ward districts which have availed of concessional finance on a 
relatively larger scale. A hypothesis which has sometimes been 
advanced in this connection suggests that the easy availability of 
finance particularly for acquisition of fixed capital leads to 
substitution of labour by capital and thereby reduces the employ- 
ment potential and overall impact of industries in the development 
of an area. To a large extent, the facility of concessional 
finance has gone to the industries which have not shown significant 
employment potential. Animal and forest based products, chemicals 
and food products are such examples. On the other hand, engineering, 
metal products and ceramics which have contributed to employment 
growth have not been important beneficiaries of concessional 
finance. It, however, needs to be borne in mind that it is not 
merely the direct employment creation but also the indirect effect 
through generation of activities in the area through which the 
concessional finance can make its contribution to developmett, and 
different industries have varying potentials for this purpose. 


CHTiPTER VI 


of Concessional Finance Through Linkages 


The most obvious and direct way in which industrial units produce 
its impact on the economy of the area is, of course, in terms of 
output and employment; whatever they produce adds to the domestic 
product of the district and aliiTost all units also employ local 
workers if not to the full at least to a major extent. In addition 
the location of industries also induces development of ancillary 
activities and services directly or indirectly connected with 
industries or people working in them. Sometimes industrial units 
help in the establishment of other units by supplying trained 
workers, entrepreneurs or technical and financial help. The other 
direct ways through which such an impact is created are through 
backward linkages by using local raw material and semi~pro cessed 
products; and through forward linkages by supplying such materials 
and products for production and consumption locally. 

1- Backward Linkages 

Only one~ fourth of the units in our sample considered their impact 
on local economy significant through the use of local raw material. 
Pood products, and animal and forest based products and ceramics are 
found to have the strongest backward linkages through the purchase 
of local raw material; and chemicals and engineering the weakest. 

‘i. -.g tce uhre-e districts, »'i.llahabad unj.ts seem to have the lowest 
ex rJ linkages through the use of local ra.w raaterial and Morada— 
’■•a one surengest. As shown in Table 6.1, about 73 per cent of the 
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Table 6,1 

District-wise Distribution of Units by Sources of 


Raw Material 



Bulandshahr Moradabad Allahabad Combined 


Industry Group - — 

A B C A B C A B C A B C 




Metal utensils 

i. wholly - - - 11 - - 1 

ii, partly - - - 8 4 8 - - - 8:4:8 



i. wholly 13 1 1 — - 11 1 1 13 4:2 

ii. partly , 3 4 1 - 2 2 1 3 4 ^ ., 9 


Ceramics 

i. wholly . 6-4 - - - - - _ 6 - 4 

ii. partly 20 , - 20 - - - - - - 20 1 20 


Othexa 

i. wholly —.2/^ - 5 3 2 5 

ii. partly : _ _ _ 4 4 _ 4 4 - 
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units were found using local raw material, about 34 per cent having 
their requirements met locally and about 39 per cent using both 
local raw material as well as imported from outside the district. 
Units using local material constitute about: 85 per cent of the 
sample in Moradabad, about 65 per cent in Eulandshahr and about 69 
per cent in Allahabad. Most of the industries not using local 
raw material report that it is not locally produced or available. 
That it is -of poor quality, high priced or available at unfavourable 
terms was stated as reasons for not using local raw material by 
a small number of units mostly in Allahabad. 

To what extent the linkages on the basis of purchase of raw 
material and intermediate products are systematic and definite 
can be seen from the existence of regular arrangements of purchase 
of these items by the sample units from other local units. One- 
third of the sample units were found to have such arrangements with 
over two units each. But most of the supplier units were located 
outside the district, only one- third of them were located in the 
district. Arrangements for regular supply of materials and inter- 
mediate products were most frequent in 'case of engineering units : : 

and those .in ceramics; in case of the latter, most supplier units 
were local. Accordingly, on«=> fi,nd.=: that inost units in Bulandshahr 
had supply arrangement with other units and a large percentage of 
them were local; in Moradabad only one- tenth of the units ■ 




linkages on the basis of random, rather than regular, pre-a 
purchases made by industrial units from other local uni 
arrangements, however, help systematic and sus 
supplier units, while in case of random purchases, 
experience fluctuations and instability in their 

Backward linkages through the purchase of machinery are les 
in an industrially backward area than those *hrough use of 
material. Yet on the basis of somewhat limited information 
we could gather, if is found that such linkages are not 
absent. In Bulandshahr about 80 per cent units had at lea 
of their machinery locally manufactured? the percentage of 
was about 35 in Moradabad and about 30 in Allahabad and about 
per cent in the entire sample (Table 6.2). Overall, machine 


Table 6,2 


District-wise Distribution of Units Using Locally 


Bulandshahr Moradabad Allahabad 


Industry 


Food products 
Animal and forest 


, 4 5 17.02 










worth 36.51 per cent of total eqaipfuent with the sample units was 

of local manufacture in Bulandshahr. In Allahabad/ the percentage 

is 17.58, In Moradabad, however, it is low at 6.76 per cent. In 

the ceramics units in Bulandshahr as much as 71*72 per cent of 

machinery is reported to be of local manufacture; and in Allahabad 

49.72 per cent of the machinery used by chemical units is also . / 

locally made. In Moradabad the only industry with significant share 

machinery 

of locally manufactured£(l7 ,02%) is food products, ‘It looks that 

■ \ ■•''.■''I 

onee thebe is a sizeable number of units in a product line,, thebe is '"a 

■ .'■ ■■ ' ^ ■■■ . ' ' 

dood likelihood of units manufacturinn t-bo 


comxng up in the area 


xuQuuei. ux sale or proctucts, local demand is mentioned by 
most entrepreneurs as a factor in their location decision. In 
practice also, about seventy eight per cent sell their products 
locally, about 35 per cent fully and about 43 per cent partly; but ■ 
only 16 per cent considered their product of importance for local 
consumption. According to Table 6*3, about 22 per cent of the units 
sell their entire product outside. Those selling entirely locally 
make a. .little less than one-half in Allahabad but only one- sixth in 
Btilandshahr, Among industries food products units either sell 
outside or combine local and outside sale, no unit selling its entire 
product locally. In animal and* forest based products, chemicals and 







Bulandshahr Moradabad Allahabad Combined 

L SE L+NL L NL L+ L NL L+“ L NL 

NL NL NL 


L = Local; NL s Non-local; LH-NL = Local + Non-local 

Note ; In Moradabad, 2 units of food products, 4 units of chemical 
products and 2 units of metal utensils could not supply the 
information regarding the place of sale of their products. 


product, groups in different districts, we find a difference in the 


pattern of sale. In animal and forest based products, Bulandshahr 
units mostly sell non- locally while Moradabad units sell mostly 
locally; Allahabad \Tnits combine the two outlets equally. Non- 
local sale dominates the engineering prodticts in Bulandshahr, but 
local sales form the major part of these products in Allahabad, 


n Moradabad but the non-local 
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Part of this difference among industries and districts is on 




account of the fact that certain units produce goods not, for the ;'3 
final consumerf but intermediate products for use of other producers 


and whether they sell locally or not depends on whether the user 
units of such products are located there or not. As shown in ‘ ' 

' , '/• "i 

Table 6.4, there are 50 units in our sample, 16 in Bulandshahr, 15 .;,3 

in Moradabad and 19 in Allahabad, which produce intermediate products^^ 


Table 6,4 
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District-wise Distribution of Sample Units by Sale of Intermediate 

: PTOdUCtS I ''''■ ^ J 


(Number) 


i '* '! '■ ■ ' !« 


Industry Group 


Pood Products 

Animal and forest based 

products 

Chemical products 
Metal utensils 
Engineering 
Ceramics 
Others 

Total 


Units Selling Their Intermediate Products, • vi 

Bulandshahr Moradabad Allahabad Oomlij'ineH'''' ’ ' 

IjO- Non- Lo- Non Do- Non- Lo- Non- " , 
cally loca- cally lo- cally lo- ca- loc- 
lly cally cally llyally 

,, , ,'"1 


15 3 

17 3 

-22 
3 6 11 

- - 5 

-32 

5 23 27 


None of the Bulandshahr units sell these products entirely locally, 
60 per cent of the Moradabad units reported selling locally, but 
74 per cent of these units in Allahabad sold their intermediate 
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products locally. The largest number of units producing inter- 
mediate products are in the product groups engineering and chemi- 
cals? Allahabad units in these products groups mostly find the 
users of their output locally/ to a lesser extent it is true of 
Moradabad also, but hardly true for Bulandshahr. To this extent 
development of new industrial units in backward districts produces 
a smaller overall impact on the local economy than it does in ■ 
the relatively better developed districts. ' V 


i.e, most of those producing intermediate products, are found to 
have such, forward linkages on a regular basis. Units in enginee- 
ring and ceramics had such sales arrangements with other units more 
frequently than those in other industries. Accordingly, around 


While two-third of the purchaser units so linked with some of 


Let us now look at linkages and impact produced in. ways other 
than sale and jSurchase o£ raw material and goods produced locally. 
Forty per cent of the sample units claimed to have given induce- 
ment for the growth of ancillary activities and services in the 
district. Twenty eight per cent directly helped in the establish- 
ment of some other units. The helping units formed 25 per cent of 
the sample in Bulandshahr, 23 per cent in Moradabad and 38 per 
cent in -Allahabad. Most (two- thirds) of the units helped were in 
lines complementary to the sponsoring units and were located 
within five kilometers of the parent unit. Help in establishment 
of other units was found more frequent in metal utensils# chemical 
prodacts# engineering and ceramics and least in food products and 
forest-based products. Further# one-sixth of units claimed to 
have contributed to the supply of entrepreneurs, either through 
some of their employees starting an independent unit or starting . 
another unit in which one of their partners took Independent charge. 
Such units constituted 10 per cent of the sample in Bulandshahr, 

15 per cent in Moradabad and 27 per cent in Allahabad, 
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Concessional Finance in Location Decisions 

The impact that industrial growth produces through direct and 
indirect linkages and through development of an iiidustrial climate | 
and entrepreneurship in a backward area, is of course, not directly 
linked with concessional finance. It is a function of the type of 
industrial structure that develops in the area and other promotional 
efforts that are made. But the most direct way in which the insti- 
tutional finance helps industrial development of a backward area 
is by influencing the location decisions of the entrepreneurs in 
favour of such areas through providing incentives by way of con- 
cessions. It is,- therefore,' interesting to know the entrepreneurs^ 
assessment of concessional finance as a consideration in deciding 
locations of their units, in conjunction v/ith several other factors 
that contribute to such decision making. Obviously, in each case 
there are multiple factors which influence the entrepreneurs* deci- 
sions. Some of these factors are local demand, availability of raw 
materials and credit and facilities of infrastructure. 

1. Factors Influencing Locations of Sample Units (Di strict- wise ) 

Against the entire sample of 142 units, our enquiry in the above 
coaiext relates to 129 units only. The remaining 13 units, which 
wexB established prior to the start of concessional finance scheme, 
have not been considered for the purpose of present analysis be- 
, cause the location decisions in their case could not have been 
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influenced by availability of concessional finance# which was not V 
in operation at the time of their establishment. Our sample of 129:; P 
entrepreneurs has yielded 481 responses to our enquiry in the present 
context. The percentages of entrepreneurs stating different factor^ 
influencing their decisions about locations of their units in the . 
three selected districts' are given in Table 7.1. Local demand ' 


Table 7.1 


iiliililf 


Responses of Entrepreneurs Regarding the Factors Influencing Locations 
of Their Industrial Units ' 


Factors 


Responses of Entrepreneurs (Nuiriber) ' P’ 
Bulandshahr Moradabad Allahabad COEtibini^ 


Availability of raw materials 

16 

(37) 

28 

(57) 

10 

(27) 

54 (42) 

Availability of credit 

19 

(44) 

25 

(51) 

21 

(57) 

65(50) 

Availability of power 

19 

(44) 

15 

(31) 

27 

(73) 

61 (47) 

Availability of land 

10 

(23) 

7 

(14) 

33 

(89) 

50(39) 

Availability of water 

1 

(2) 

3 

(6) 

24 

(65) 

28(22) 

Availability of road^rail 

16 

(37) 

13 

(27) 

17 

(46) 

46 ( 36) 

Concessional finance 

18 

(42) 

29 

(59) 

12 

(32) 

59 (46) 

Local demand 

35 

(81) 

34 

(69) 

22 

(59) 

91(71) • 

Nearness to industrial/ 
commercial centres 

8 

(19) 

2 

(4) 

17 

(46) 

27(21) 


Bases Number of Industrial 

units 


129* 


*This excludes ^ the remaining 13 . industrial units which were 
established prior to start of concessional finance scheme. The 
figures given in parentheses denote percentages to the total number 
of unir^ ■■^olumn-wise. 









are seen as much less i 


n the food products industry j, all sample units which were from 
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districts. In chemicals irost of the units in the sample are in 
Moradabad, and local demand and availability of power emerge as the. 
most important influence followed by availability of land and : 

concessional finance. Metal utensils, again concentrated in 
Moradabad/ get located mainly on the basis of availability of raw 
material and local derrtand. Engineering units which dominate the 
structure of sample in Allahabad, find availability of land, power, 
local demand and credit as the important influences on location. 
Location of ceramics units, a speciality of Bulandshahr, depends on 
local demand for their pjx» duct, concessional finance providing an 
additionally important attraction, 

2, Facto rs Influencing Locations- of Sample Units (Industry- wi se) 

Alternatively, the entrepreneurs* assessment of concessional f±nanc?<rt 
as consideration in deciding locations of their industrial units 
can also be attempted by analysing the industry-wise aggregative 
picture of multiple responses of entrepreneurs against above men- 
tioned factors for all the three selected districts. This would 
help in identifying the degree of effectiveness of a- factor in 
location decision. The highest percentage of responses of entre- 
preneurs for a particular factor against a particular industry 
would indicate its most effectiveness in deciding the locations of 
Industrial units falling in that industry group. The effectiveness 
of other factors in locatnonal dccis.in-as will go on reducing with 
the fall in percentages of such responses against those factors. 

The industry- wise responses of entrepreneurs for different factors 
influencing their locational decisions are given in Table 7,2, 
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Table 7*2 




Industry— wise Responses A3x>ut Factors Influencing Locational 
Decisions of the Entrepreneurs 


Factors 

! ■ ■ 

Pood products 

Animal and fo- 
rest based pro. 
ducts 

Chemical pro- 
ducts 

Metal utensils 

Engineering 

Ceramics 

Others 

TOTAL 

Availability of raw materials 

7 

7 

8 

12 

4 

12 

4 

54 


(78) 

(47) 

(35) 

(63) 

(17) 

(44) 

(31) (42) 

Availability of credit 

.6 

7 

11 

9 

12 

12 

8 

65 


(67) 

(47) 

(48) 

(47) 

(52) 

(44) 

(62) (50) 

Availability of power 

3 

6 

11 

9 

13 

13 

6 

61 


(33) 

(40) 

(48) 

(47) 

(57) 

(48) 

(46) (47) 

Availability of land 

1 

4 ■ 

10 

5 

17 

4 

9 

50 


(11) 

(27*) 

(43) 

(26) 

(74) 

(15) 

(69) (39) 

Availability of water 

■ 

2 

8 

2 

8 

1 

7 

28 


(-) 

(13) 

(35) 

(11) 

(35) 

(4) 

(54) (22) 

Availability of road/rail 

' 3 

6 

7 

6 

10 

11 

3 

46 

(33) 

(40) 

(30) 

(32) 

(43) 

(41) 

(23) (36) 

Concessional finance 

7 

8 

11 

9 

9 

11 

4 

59 

. ' ■ .» ' ■ ■ ■ 

(78) 

(53) 

(48) 

■(47) 

(39) 

(41) 

(31) (46) 

Local demand 

5 

11 

12 

12 

14 

26 

11 

91 


(56) 

(73) 

(52) 

(63) 

(61) 

(96) 

(85) (71) 

Nearness to industrial/ 

' ' ikMr ' 

2 

2 

'3 

11 

4 

5 

27 

commercial centres 

Fas'. - Number of Industrial 

(-) 

(13) 

(9) 

( 16) 

(48) 

(15) 

(38) (21) 

Tj?l j. tS 

9 

15 

23 

19 

23 

27 

13 

129* 




ir -ss the remaining 13 industrial units which were- estab- 
• n trie start of concessional finance. Figures in paren— 
-'"’"•e irer centages to the base. 


I 




As seen earlier, local demand emerges as the first most powerful 
and decisive factor in influencing locational decisions of the entre- 


preneurs in the sample of 129 units. Availability of credit and " V; 
power facilities according to the degree of their effectiveness in 
the present. context stand at second and third place and the conce- 
ssional finance finds its place at fourth among the factors under 
consideration. 

Turning to the industry— wise entrepreneiiirial assessment of loca- 
tional factors we find that locational decisions of the entrepre- 
neurs of food product units, are dominated mainly by the two factors 
of concessional finance and the availability of raw materials. In 
case of animal and-’forest based products, local demand emerges as 
exerting greatest influence and concessional finance occupies place 
only next to rt in influencing entrepreneurs decisions regarding 
the locational choice of their units. Again, local demand emerges 
es the main decisive factor in locational decisions of the entre- 
preneurs for setting up industrial units of chemical products and 
metal utensils; but the role of concessional finance which merits 
second among the factors, is only slightly less important in attrac- 
ting such industries In backward dJ.strlcLs. Among the industry 
groups of 'engineering', 'ceramics' and 'others', local demand 
plays the most: emcial role in locational decisions and concessional 


rinar.cp can be treated aj 


attraction. 


facto 


:roaa: 



To sum up, concessional finance is considered a more or less 
uniformly important factor in location of various industries in 
backward districts. The role of other factors cannot be under- 
mined; however, the degree of their effectiveness differs from 
one industry group to another. 
















CH/iPTER VIII 


Conclusion 


1. Since the State of Uttar Pradesh as a whole is industrially;' 
backward, the issue of industrial development of the State as such, 
rather than of the relatively backward districts specifically has 
received greater concern. As a result, till recently the. spatidl ' 
pattern of industrial developnent had followed a ‘natural* pattemy 
the relatively developed districts attracted a proportionately 
larger share of new industrial activity and the more backward ^one’S 
got less than proportionate share. Daring the last few years, 
partici-ilarly after 1974, however, the trend seems to have changed 
more in favour of the group of notified backward' districtss their 
industrial growth has been more rapid than of the non-backward 
districts, and consequently, their share in the State's industrial 
activity has also improved. We find that the efforts of financial 
institutions, particularly the availability of concessional finance 
has made significant contribution in this process. This is evi- 
denced by, for example, a significant step up of IDBI project 
finance and UPFC loans to industrial units in backward districts 
during this period. 


".a 


2, Industrial growth of the two selected backward districts" 
(Moradabad and Bui andshaiir) v is-a-vis one selected Pon-backward- 
ri-i strict Oil 1 ahabad) has followed the same pattern cf growth, of 
industries and of institutional efforts es indicated above. Morada- 
bad had, however, gained even in the earlier period, but • 


82 








‘ '. „i't„k, ,,.- ‘,-’„t' 

r— — r- •‘•^. 


1 


r 


Bulandshahr has been able to pick up only recently. The three ; 

districts initially showed differences not so much in terms of/ 
infrastructure as of the level and structure of industrial‘acti-,’ 
vity. Length of metalled road per 1000 scpare kilometers of area# : 
as a single indicator of infrastructure was 170, 130 and ISO Ktos. res-' 
pectlvely in Allahabad, Moradabad and Bulandshahr in 1971, But the ^ 
percentage of workers in the non— household manufacturing sector to 
total population in 1971 was 1.20, 1.60 and 0.98 respectively 
in the three selected districts. Besides, Allahabad had industries ' ^ 




in most of the major groups and interrelated subgroups; Moradabad - ‘ ' ^i i 




had mainly metal utensils, but also a sprinkling of a nimbef d;i 


r ‘'ii' ' •, 


other industries; while the industrial activity of Bulandshahr' 
district was mainly concentrated in pottery in Khurja. It thus ' ■ ' 
looks that while Allahabad could grow on its own momentum supported 
by availability of institutional finance on easy terms, Moradabad 
was well poised for the fullest use of the facility of concessional 
finance. Bulandshahr, on the other hand, took some time before 
it could absorb the financial assistance made available on conce- 
ssional terms. Thus, it seems necessary to distinguish even among 
the' notified backward districts, not only in terms of the dis- 
advantages of infrastructure, but also the industrial base of a 
district which seems the primary determiuant of the impact that 
availability of financial assistance can make. Accordingly', the 
degree of assistance and concessions has also to vary among 
districts. 











3, Another implication of the above finding is that in order 
to make concessional finance effective, it will also be necessary 
to plan to develop a minimum threshold level of industrial activity 
preferably with strong inter-relationships among industries. It 
may not be easy for the financial institutions alone to undertake 
this task. An orqanisation havina reoresentatives of the financial 


tration, and potential industrial entrepreneurs may be required 
for such planning for each of the more backward of the backward 
districts. This also seems necessary with a view to ensuring 
supply of other inputs such as fuel and power, raw material and 
marketing, which feature as more important constraints than finance 
in the development of backward areas. . - , 


4, Even with the relatively low level and undiversified structure 


of industries, institutional finance seems to have produced signi- 
ficant impact in the two backward districts and one non-backward 


most of the new units are run by local eufioprenenrs. It is also 
significant to note that concessional finance has proved one of 
the most important consideration in location of a large n-uiriber of 
new units in the backward districts. 







■ 
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most of the fixed capital financing has been on the basis of 

i r 

concessional finance# particularly in the backward districts, Units 
availing of concessional finance have experienced a higher rate of 
growth of output than those without it. Direct employment genera- ' 
tion has# however, been rather low in units availing concessional 
finance, although most of these units are in industries which are 
expected to have greater backward and forward linkages so as to 
generate a larger impact on the economy of the area, >- : 

6, Industrial growth helped by concesKional finance in backward 
districts is found to have generated some impact on their economy 
through purchase of raw material, machinery, purchase and sale of 
intermediate products, supply of entrepreneurs, eniergeace of awivice 
and repair shops etc. The impact is, however, not yet very signi- 
ficant due to the low level and weak structure of industrial acti- 
vities in backward districts. One finds that some of the linkages 
are stronger in Allahabad, the industrially non-backward district. 
Whatever linkages and impact have been generated, however, cannot 
directly be attributed to the availability of finance and conce- 
ssions as such. For, such assistance does not discriminate between 
industries on the basis of linkages and impact. It may, in fact, 
be advisable to think of such discrimination : where the industries 
having greater potential for makihg an impact on the economy of the 
area get greater concession than ones which have hardly any back- 
ward and forward linkage potential. 







7, So far as the administration of the schane of concessional 
finance is concerned# majority of the units surveyed found no 
particular problem ■with it* One- fourth of the units# however# 
indicated variety of problans s cumbersome proceCbires# inadequacy ' 
of concession to compensate for the disadvantages of a baclcward 
district location; and difficult repayment terms, were the more 
frequently mentioned ones. The suggestions made by them also . ; 
followed the same patten. Simplification of procedures, expedient' 
sanctions and reduction in the number of documents rec^ired to be 
siibrnitted formed one group of suggestions. Units in Bulandshahr 
particularly thought they are at a significaiit disadvantage as , 

compared' to other nearby industrial ceiibres, Ghaziabad and Delhi, 
and, therefore, the concessions given to them should have larger 
quantum. On repayment term, the main suggestion related to the 
waiving of penalty on rate of interest and judicious rescheduling , 
of instalments in case of genuine inability of the entrepreneurs 


non 


ictroning loans till - repayment of instalment be.came due 





District* 


51 . Stat« 
Wo ♦ 


mdhm 

’ri’tsclesh 


2 . AiiSialfi 


riifteir 


4. (jsjjJarat 


5. iiaryaiia 


Woiiibsr 

of 

districts 
eligible 
i’or coRce- 
Sdlonal 
finarice 
1 — • 


6. riiBSChal 7 

k-'i'adesh 


Jarrmra ik Kashmir 10 


fl» K-Cirala 


Anaxitapyr, Ciiittoor, CtiddapaKp, ' ^ 
Kariamugar* .Rbaoitteai, Kurxjool, '' 
WehDubnagar, Medaii, Walgottda, , 
Weilore, Wiztmabad» Ongole- ' ' 
iiraKastt»)» Srikakulant and 
warangal , 

Cacfcar, Croalpura, Kaairup, 

Klkir riillH, Worth Cachar -iilll, 
Wowgong and Wew Lafchimpur , ■ 

febagaipur, Champaran, iarbhaxiga, 
i'.uzaxfarpur, faiamaa, x-urnea, 
baharsa, Santhal, farganas, 

Sarar., and new districts of 
i!.aiarida, Aurangabad^ Wawddah, 

Gaya, " Bho^^pur, Begusaral 'and 

Wonghyr. . 

AHireli, BanasKantiia, Bhiivnagar,, 
Broach, Junagarh, Kutch, Wehsana, 
t>ancnajahals, Sabftrkantha and 
Burendemagbr 


Bhiu'iml, aissar, 
hvddndergarh 


Jind and 


Chasiba, Kangre, Kinnauri Kulu, 
Lanfeul and Bpitl, Solan and 
Slrruur 

Aikantna^, bararoula, Ixsda, JaaiHiu, 
Rafcnua, Gadaich, rooncl.? Butiori, 
Srlnoigar and Udha.-ij,.ur 

Alieijpey, Caiinancre, hui-y.^ujrixr , 
Trichur and Xrivanciruia 


Appendix I 

List oi Industrially Backwai-d Districts Selected 
to yualify for Concessional J^'inance i'rois the Fi- 
na/iciai Institutions (as on 1.7.1976) 





tjela;aairi, Bidar» 
ifjiarwar, aulbarga# haasan, 
Mysore, hortt Katiara, ftaicnuir, 
South Kanara axia Xiaakur 


Karnataka 


Baia^hat » hastfi^r# 
nilaa^.-ur |, i>iiind.» Chiiatarpuy* 
Chinawsra, Danioh, Datia, lirtar, 
havfb.3 • Lruxia* iioshitnjiao&dj uhahna^ 
Kiiargone, Handia, I'iandaaur, 
horena, karsiffinapur, ranria, 
Raijsarn* Raipur, Haon-turidgaoxi, 
Rajgarh, Ruisen, Katla©, Rewa, 
dagar, Seonl, Snajapur, SniVt^url, 
Siiihi, Surguja, tikaingaro, . 
Vidisha arid naw Sehore aiatrict ■ 


Aurangabad, Eiiandara, Bhir, 
nuidhaxta, Chsiijdropur, Colaba, 
i/h-olia, Jaigacn, kanded, Usmanaba^ 
rarbhaiil, ilatiiagiri and Yeotaal 


daro iiiiJ 
Jaintia i 


okechung and Tuenaang 


Kohlma 


:iagaxana 


aaiaisore, balangir, ihenkanai 
Kalanandi, Keor4nar, Korapur, 
>*ayurdhanj and rhulbani 


Bhatlnda, Gurdas,.ur, i-o 
Perozpur and Bangrur 


Alwar, Ransvvara, barmer, iJhilwara 
Churu, Uingarpur, Jaisaiaer, 
Jalore, Jhiai;jhunu, Jhalawar, 
Jodhpur, Nagaur, Sikar, Rirohi, 
Xonk and Udaipur 


Ail the 4 distric 
Hang^:.n , dyal ahlrjg 


bharmufuri , Kanyaiiuai-! ri 
korth Arcot, HaiRanatnapi 
Eoutli Arco.l, Thfinjavur, 
rapalii and Kevf s-uduRKO 
disti’ict 


ill 



Ail Lh,e 3 dl«trict» 


20. 

Tripura 

"3 

21 . 

Uttar 

i-radesh 

3^* 




, A2a«*arix,' BadauRf , ■ ' V- ' ; 
iiatiraich, Baliia, Banda, Bura-^' 
bank!, Baati,, auisjtiaahshr,' 
Chmotif i.<eoria, Btiftraii',' 

ij’aiaabad, t^arrukhebad, Fatehi.yr,;' 
jrlardoi, Jalaun, Jaun^-ur, Jiianal, 
Heinpuri, Mafchuri, Koz’adaoad, , ■ ■ "" 
r'ilioMt, Bithora&arh, i'rataiigarb 
Bai Bareli, Raoipur, Bisabjaiianptii’i' 
Sita^/ar, Sulbanpur, TahrJ i ' '■ 
Garhwai, Uimao and Uttar kashl.; 

iJ^Kura, Birbbuai, Burcimn, 
Cooch-Beiiar, BarJeeliftB, hoogiy", 

J aipaigurl , i'talda , Bldnaj,'Ur, ! , 




iturs^bidabad, Badia 
aiid West Idnapur 

23* 

dridariian and 
iilcooar 

fciitire ar-ea 

24 » 

jiTuaacbal 

iTi-deeh 

Entire area 

23 . ^ 

Oaara azia i.agai- 
isaveii 

Entire area 

2«. 

Goa, uaaiari 
*ncl Oiu 

i-ritire area 

2 / » 

j^aKsi-aaveep 

iattire area 

;%.3' ■ 

t*! 1 zoi'imi 

tot ire area 


i'c-tidioberry 

Ian tire area 




State-wise Financial Assistance Sanctioned by Term-Lending 
Financial Institutions on Concessional Terms for Projects 
in Backward Districts from the Commencement of the Scheme 
in the Middle of 1970 to June 1977 


SI. 

No. State 


Industrial Development 
Bank of India(IDBI) 
Direct Re fine- 

nee Total 


IFCI ICICI* Total 
(4+5+6) 


akhsj 
"Percen- 
tage to 
the^ , ’ 
total-: 


Andhra 

Pradesh 

3842.78 

1363.25 

5206.03 

909.91 

805.00 

6920.94 

11.13 

Assam 

2351-00 

331.78 

2682.78 

195.00 

260.00 

3137.78 

5.05 

Bihar 

241.90 

1038.17 

1280.07 

198.00 

200.00 

1678.07 

2.70 

Gujarat 

889.32 

2801 . 34 

3690.66 362.31 

467.00 

4519.97 

7.27 

Haryana 

461 . 55 

499.87 

961.42 

535.06 

183.00 

1679.48 

2.70 

Himachal 

Pradesh 

195.00 

404. 66 

599.66 

189.50 

69-00 

858.16 

1.38 

Jammu and . 
Kashmir 

850.00 

192.80 

1042.80 

61.00 

30.00 

1133.80 

1,82 

Karnataka 

1326.28 

2068.10 

3394.38 

680.60 

677.00 

4751.98 

7.65 

Kerala 

1028.65 

1210.87 

2239.52 

238.22 

424.00 

2901.74 

4.67 

Madhya 

Pradesh 

1017.79 

750.83 

1768.62 

267.40 

326.00 

2362.02 

3 . 80 

Manipur 

— 

16.80 

16.80 

- 

- 

16.80 

0.03 

Meghalaya 

299.60 

70-28 

369.88 

84.00 

24.00 

477.88 

0,77 

Maharashtr a1 318.76 

1670.21 

2988.97 

1189.07 

1491.00 6269.04 

10,08 

Nagaland 

50.00 

28.00 

78,00 

50.00 

■ 

128.00 

0.20 

Orissa 

107-50 

579.14 

686.64 

112.32 

40.00 

838.96 

1.35 

Punjab 

350.70 

656. 43 

1007.13 

221.00 

267.00 

1495.13 

2.40 

Rajasthan 

1251.27 

1355.15 

2606.42 

501.61 

359.00 

3467.03 

5.58 

Sikkim 




— 

- 

- 

- 

Tamil Nadu 

2344.00 

2392.05 

4736.05 884.35 

775.00 

6395,40 

10.29 

Tripura 


21,33 

21.33 

65.31 

- 

86,64 

0.14 

U.P. 

3063.75 

1717.55 

4781.30 ^60.26 

468.00 

7209.56 

11.60 

W . Bengal 

1306.80 

1237.05 

2543.85 

414.19 

482-00 

3440.04 

5,53 

Andaman & 
Nicobar 


_ 

mm 

30.90 


30.90 

0.05 

Arunachal 

Pradesh 

mm 

MMM 

mm ■ 


44.00 

44.00 

0.01 

Dadra & 

Nagar Haveli 

57.37 

57.37 

- ■ .-W 

. ' ' 

57.37 

0.09 

Goa, Daman 
and Diu 

170-00 

542.32 

712.32 345.00 

851.00 

1908.32 

3.07 

Lakshadweep 

- 

- 


- 

— 

- 

Mizoram 

— 

- 



- 

— 

— 

Pondicherry 121.25 

111.03 

232* 28 

47»50 

59.00 

538-78 

0.54 

Total 

22587-90 

21 1 1 6 . 3843704. 28 lom 51 

6301.00 

62147.79 

100.00 


* Relates to the period upto December 31, 1977* 








^smix III 

Ikmk^r of Sxiotiiig Ziiiaiiiitr&iil 


In li^mctFiiO. lotatoi 
Aimtiliiistilitjr of ' 

ai«4o Mot* 


lloill.oii/liiiitri.ot Iti4ii«tFio3. 


■ ilif ajfii 
% BtmiUf 
4t 'M^mr 
5« Bailoun 
$* j^oMohfOfir 
7* muh 

S« £tA'Wiii;i. . 

- 9* Ffirrulchabftd 
10« Maij^uri 
11* Hati»wa 
12« ' 

13* Qb^aadabcid 
14» l^oraSalMidt 
15* Muxaffaruai* 

16. PilAiAlt 

17. Il*ep«r 

18. Sanaranpiir 

19. Sty^a^a&pur 

TOXiL 


IX* cmfm. BmioM 


W* Barabajaki 
21. FmUbpwc 
22* Har^oi 
13* fefi|3Stt‘' 

2ii« KUari ' ' 

25. Luckaw 
.P(h Bm B*r 6 !iXi.l 




Ill, MWUM WSIOII 

.29 « AIliil3«&ai4 
30 ^ Azmgmii 
31 « Bstifiiieii 
32 « BulSia 
33* Saeti 
5 “^* ©forla 


39 ® 

<50, -IflrMpur 
% 1 * 

<f2., Saltai^iir 
43 * faramsi 


fOT.SL 


¥»m IftPdii 

45 , HwirfUi' 
JaXauR 
47, Ji'lmruii 
^i 6 » La 3 J.tpttr 

TOm 


HXil, EMIOM 


mar 


u*?* swi 


f ^ 







S axMl Itoditw Scalt Isa^u^ri#* ia 
ckwara fttatrieta af U#? # m , a» 


OajpitaX 

«mts) 


^rtiiissar faetoir, Oaraisfepiir 







Lljib»9 

C'tutrel EX®otroisio«» 
fotiiiAry Hjiriiiar* 8«ihm 

Hmt Plmt0 Agn 


TOtAL 


y.p. I AmamATB 


B* $fAm mmm 


1, Factory, Cbufte, Klrzapur 

2* Ci«»xit Wmt&rfi SmlX$ip MijpMpitf 
3* filming Hilly U&fmg^mut JhaMi 
A* Epiusiiiig mily Sazidilay 
5p ^itmlng Hilly Aid&ais^iiri 
o« Splming Hilly BM^iXl' 

7» aiming Hilly Man flatii ^jun^aa* 

8. Spiimiiig Hilly SiiralMfiki 
.9* Siigar Hill, Ctoata, Hattiutra 
10* Sugar Hill, Oaaipur 

11, Sugar Hill, Burlyapiur, Haa Bar^ili 

!rOTAL 


1 * Spii»i£ig Mill, Ifaanii 

2» Mill, ISAAipw$ fiaiaital 5*10 

3a Sugar Mill, Kichha, iaDaitaX . 5*00 

4, ^gar mil, Chandpur, M^mt 6«0Q 

3« Uptroft, Ltd., Haini, Allahabad .6*30 

6» %troid Ltd*, $aroiiiiaida||ary Lu&JsiKiw 0*23 

?♦ yptroa Capacitar Ltd,, Lucki»w 0,43 

a, %tron. Digital Syataaa, LuctoKw 1,02 

9» Optron luatniMaita, Luolmaw 0«^ 

TOTAL "ST?? 

U,P, » ACIOHgGAfie • 9§*17 


€• slOiHf SECTOR 




1» Mftgmoite# Alaora 5 

2» ll»F» Twig ?lbi% Ql««« Ltd*! 

5$ U»F« S^iit^®tl.& MLwdaliit^ 0. 

4# U*F# T^nifS and Ltd, Re® Sartili 

d®yanti. ^Imiist&p Mm Bareili 0 

6 « induetrlaX Gm Fleet, Omm® 0 


TOTAL ' IT 


^tf<iF'«.';'iwtr»«sts Ltd, Lactoow 0* 

%» U*F# Pifit«Xs Ltd. Munali, .Heinital 0^ 
3* 0*F« Afbt'etoft, Mefaaijlalgsai^, Luekiiew 1. 
%• !i.F« fn®I« Pmm&emutimlBp 

tmkiamf 'l^ 

VodX Spiimiag Hiil, Blde^Rii, . 
faraiiaei . 1< 

6* l-liiidiietae Cmputti*®, Oeitiabad 0 

7. Uptroa Powtrtf^iiic®, C3«*ia^d 0. 

8«, i^trou C«ii|H>nejCit», Iai3$>iir 0 

9m Uptron S. LI4«, Caadatoad ' 0. 


total 4 


u.F. i AommAm ■ ■ . ■ zk. 


D, CQOPmMTXm 


1« Ccftton %issiiag MilL, itawftM 1 

2«i Cott£)& Spiimlng full, Buleedji^iilSfr 1 

3« 0»ttm Bpinning Mill, Seetl 5 

0 


G8S8 18 S » 2*»SL t K»?S8 S 






11# Sugar ^13L* MLandaliato* 

12* Sa$Br Mill» Sa'&ifaoi9i» jlsaagaiH 

tOfMl 


■'■■■■■ ....■■&; ■ ' ■ 

FartHiauir fm&t&rft Jhllskmkm^ 
CQtton Riming Mill> liquor 
Bvt$$ct Mlllt S^pur» HaialtaX 
Siugar Mill» Sarmwmt Ss^mrm?^ 
m§Mt n%llp Bagbpat, Itaarttfe 
Siigar auralt Varaaaai 

Sugar. MJUlXf Mig&ili 

Su^ liill» Haalat 
. Sugar HlXlp ^dcshi, Hainltal 
Siigar Mill, ICberi 
Sugar Mill, Saharat^gnir 


Tom 


u.p, t $^QGmmf& 
omm fom C 

1, Baftkuarfi Watrict# 

II# itoii^BaeRwartl Districts 

y#p# i AmwmAm 


2t2#57 


785.81 


Smirca t of ' Iwluatriaa to y.P., Pr 

19^-81, Biraotoral^ of todustriaa, U 


105185 


Mm Haport 
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